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Directors’ Statement
EEETYFH

Dear Shareholders,

| hereby present you with the 2020 Annual Report of KK Culture
Holdings Limited (the “Company”) and its subsidiaries (collectively the
“Group”) for the year ended 31 December 2020 (“FY2020").

2020 is probably the most challenging year for the Company
in history. Although the death rate of the Novel Coronavirus
("COVID-19") is far below the Severe Acute Respiratory Syndrome
("SARS”) when it outbroke in 2003, this epidemic is highly contagious
and spreads throughout the whole world that literally no one single
country is exceptional. Many lives were taken away and death tolls
are still rising and the world economics has been seriously impacted
by this virus. Many countries have locked down, sealing borders with
their neighbours, substantially disrupting international trade that
the ripple effect has radiated to many other industries and sectors.
The demand for goods and services, for example, has been severely
depressed, factories were forced to stop to operate as inventory piled
up; the need for transportation of goods and logistics services reduced
significantly, the retail sales slumped, further weakening the demand
for goods and services that exacerbated the negative economic
loop. Financial sector, of course, is no exception. Investors were in a
despair when the stock and commodities markets plummeted which,
in particular, the West Texas Intermediate crude price went negative
to historic -US$37.63 per barrel in April 2020. Before this happened,
negative pricing could only be found in textbooks.

In the past year, Hong Kong has been specifically suffered because of
three reasons: Hong Kong started to have entered into recession since
the second quarter of 2019 as mentioned in our previous 2019 annual
report, the COVID-19 epidemic, and the poor disease prevention
measures taken by the Hong Kong government, leading to multiple
resurge of the epidemic and loss of lives which could have avoided.
Businesses were forced to suspend which have created grave pressure
on Hong Kong's labour market. Moreover, there was news even
reported that the disappointing performance has put extra burden to
officials in Shenzhen and Guangdong Province to tackle confirmed
cases from Hong Kong and further infections to local people. The
interruption of connection with mainland China is also the chill wind
of Hong Kong's contracting economy.
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RECRUIT MAGAZINE

As our main business is engaged in recruitment advertising, it is
highly correlated and cyclical to the economic condition in Hong
Kong. While Hong Kong’s unemployment rate started to deteriorate
in the fourth quarter of 2019, the aforementioned factors set in this
year have driven Hong Kong’s labour to the worst situation since the
outbreak of SARS. According to Census and Statistics Department
of the Hong Kong Government, the unemployment rate skyrocketed
from 3.2% during the period from September to November 2019 to
7.0% for the period from November 2020 to January 2021 and the
underemployment rate also spiked from 1.2% to 3.8% in the same
period. Of which, the most affected industries are 1) import/export
trade and wholesale, 2) retail, accommodation and food services, 3)
financing, insurance, real estate, professional and business services
and 4) public administration, social and person and professional
services. The unemployment rate of these business sectors have
increased by at least 300% and our clients from these sections
constitute about 70% of our client base which have led to our
significant drop in our revenue for the year ended 31 December 2020.
In face of the dire situation, we have taken decisive yet stringent
measure by reducing our magazine issuance from twice per week
once per week only and reducing redundant headcounts. Meanwhile,
we have organised job fairs whenever possible which have received
positive feedback and contributed considerable revenue. Sadly, such
effort was wiped out because of the refusal of complete lock down
as mentioned in our 2020 interim report. We have also shifted our
business to digital over print and developed our digital business by
adopting “offline to online” strategy to increase its efficiency and
marketing power, making business-related cost more efficient.

MEDICAL AND HEALTH SERVICES

As disclosed in the 2020 interim report, our Group has commenced
a new business on medical and health services sector in the second
half of 2020. During the reporting period, we mainly concentrated
on providing COVID-19 testing to the public with personalised
services including but not limited to high accuracy testing up to
99%, fast report within 24-hours after test, providing certification for
COVID-19 testing result for traveling and fast-delivery services of the
certification. Our clienteles consist of sizable companies, listed and
private, well known enterprises from different industries as well as
government-funded institutes. Besides, we provide hormone testing,
genetic testing and sports testing. Follow-up services are also provided
by licensed doctors and qualified dieticians to provide professional
analysis and advice based on the test results. The new business has
generated approximately HK$1.8 million revenue during the year. We
believe this new business is a viable long-term business which can
contribute significant revenue to the Group.
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Directors’ Statement
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PROSPECTS

By the time of drafting this statement, the COVID-19 vaccine has
started to introduce into many countries and communities and the
worldwide confirmed cases have begun to decrease. While people’s
living is going back to normal, Hong Kong's economy has hope
to recover or even rebound where the labour market will revive as
companies will resume to recruit new headcount and our Recruit
Magazine business will pick up again. We believe that if nothing
surprising happens, all these will happen in this year. In the meantime,
we will still grab every opportunity to develop the business. Regarding
our COVID-19 testing business, we are planning to roll out other
value adding services, such as medical advisory on dietary and genetic
screening. Such services can identify any potential disease tendency as
a result genetic deficiency and our professional can advise our client
to be aware of their living style in order to minimise the possibility of
these genetically induced disease to occur. Furthermore, we will also
keep sourcing any business opportunities suitable to us.

Last but not least, our sincere gratitude goes to our shareholders, staff
and other stakeholders who have been staying with us to go through
this very difficult year. We believe that we have passed through the

darkest hour of the night and the dawn is not too far away from us.

We wish you all a peaceful, healthy and wealthy year 2021.

Tsang Hing Bun
Executive Director

Hong Kong, 30 March 2021
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Management Discussion and Analysis

BUSINESS REVIEW
Recruit Magazine

Turnover for the recruitment advertising business recorded a
65.7% decrease from approximately HK$53.0 million in 2019 to
approximately HK$18.2 million in 2020. The decrease was mainly
attributed to the contraction of labour market as a result of economic
downturn and the outbreak of COVID-19 in Hong Kong.

Medical and health services

Turnover for the medical and health services recorded approximately
HK$1.8 million since start off in July 2020. The turnover was
derived from providing of COVID-19 testing and the respective
complementary services.

Principal risk and uncertainties

In general, the Company’s businesses are subject to the following
factors: (i) the overall macroeconomic condition in PRC; (ii) economic
and employment condition in Hong Kong; and (iii) the situation of the
COVID-19 epidemic.

These factors may or may not have material impact on the Group's
financial conditions and results of its operation. The Company will
continue to implement prudential, operational and financial policies in
seeking to address the impact of these uncertain factors.

PROSPECTS

The outbreak of COVID-19 and its consequences have posted
negative impact to the Recruit Magazine business as the pandemic
has led to a spike of unemployment rate as a result of employers
stopped recruiting or even downsizing the headcounts of their
companies, leading to a drop in advertising revenue of the magazine.
As the COVID-19 vaccines being introduced and administered and the
confirmed cases steadily decreasing, it is believed that Hong Kong's
commercial activities will be resuming and its economy will recover or
even rebound. As demand for goods and services comes back with
spending stimulated, companies will start to increase headcounts and
the Recruit Magazine business will go back to the uptrend.

Having considered that the Recruit Magazine and its website is still
a core strength of the Group that has commandeered over years,
we will continue to preserve our position in employment and print
media industry through maintaining stringent cost control, making
improvements in work flow efficiencies, as well as restructuring and
streamlining management and operational processes.
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Management Discussion and Analysis

BEEENWmED N

The fundamental business strategy of the Group is to make it
well positioned through high quality content and services in order
to capture the advertiser’s confidence. Besides, the Company
will continue to explore and grasp opportunities for business
development. Therefore, we consider that, once identified, the
addition of a potential new sector could accelerate our business
expansion and development through various new business model,
investment and/or acquisition which is in the interest of the Company
and its shareholders as a whole.

FINANCIAL REVIEW

Turnover for the year ended 31 December 2020 was approximately
HK$20.0 million (2019: HK$57.2 million) and represented a decrease
of 65.0% from the corresponding year which was mainly due to the
outbreak of COVID-19 pandemic and lead to conservative labour
market and disposal of Train Media business which contributed
approximately HK$4.0 million revenue in 2019. The gross profit
margin decreased from 75.6% in 2019 to 44.2% in 2020 as a result
of the change in sales mix.

Other income decreased by 27.8% to approximately HK$6.5 million
(2019: HK$9.0 million) in 2020 due to expiry of the licence agreement
with Kingkey Management Limited in May 2020 and the respective
licensing income ceased since then.

The administrative and other operating expenses decreased by 56.2%
to approximately HK$25.0 million (2019: HK$57.1 million) mainly
due to (i) decrease in staff cost of approximately HK$8.0 million as a
result of reducing redundant headcount; (i) decrease in depreciation
on right-of-use assets of approximately HK$5.5 million as a result of
decrease in leasing area after the renewal of the lease arrangement
of the office; and (jii) decrease in legal and professional fee of HK$3.0
million.

As at 31 December 2020, certain receivables from several customers
have been aged over the credit period granted by the Company.
As a result, they were considered not probable to be collected and
an impairment loss of approximately HK$0.1 million (2019: HK$1.1
million) has been recognised. No impairment on other assets was
made for the year ended 31 December 2020 (2019: nil).

FINANCIAL KEY PERFORMANCE

The above financial data were chosen to present in this annual
report as they represent a material financial impact on the financial
statements of the Group for the current and/or the previous financial
year, that a change of which could affect the revenue and profit
conspicuously. It is believed that by presenting the changes of these
financial data can effectively explain the financial performance of the
Group for the year ended 31 December 2020.
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Management Discussion and Analysis

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2020, the Group had net current assets of
approximately HK$96.8 million (2019: HK$111.4 million). The Group's
current ratio as at 31 December 2020, which is defined as current
assets over current liabilities, was 5.2 (2019: 6.3). As at 31 December
2020, the Group had a total cash and bank balance of approximately
HK$92.6 million (2019: HK$100.2 million).

The Group’s gearing ratio as at 31 December 2020 was 0.04 (2019:
0.03), which is calculated on the basis of the Group’s total interest-
bearing debts over the total equity interest. Total other borrowing
as at 31 December 2020 was approximately HK$5.8 million (2019:
HK$5.8 million). There was no bank loan as at 31 December 2020
(2019: nil).

The Group adopts centralised financing and treasury policies in order
to ensure the Group’s funding is utilised efficiently. Conservative
approach is adopted on monitoring foreign exchange exposure and
interest rate risk. Forward contracts were used to hedge the foreign
currency exposure in trading and capital expenditure when it was
considered appropriate.

CAPITAL STRUCTURE

As at 31 December 2020, the total issued shares of the Company
(“Shares”) was 446,614,000 (2019: 446,614,000 Shares) at HK$0.2
each.

Share Options

For the year ended 31 December 2020, there were no outstanding
share options and no share options were granted, lapsed, exercised or
cancelled.

Subsequently on 22 January 2021, a total of 22,300,000 share
options (the “Share Options”) to subscribe for a maximum of
22,300,000 ordinary shares of par value HK$0.2 each of the Company
(the “Shares”), representing approximately 4.99% of the issued share
capital of the Company, were granted by the Company under its share
option scheme approved and adopted by the Company pursuant to
an ordinary resolution passed by the shareholders of the Company on
29 December 2015 (the “Scheme”) to certain of its eligible persons
(as defined in the rules of the Scheme) (the “Grantees”), subject to
the acceptance of the Grantees. For details, please refer to the section

headed “Share Option” in “Directors’ Report”.
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Management Discussion and Analysis
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Fund Raising Activity

On 31 July 2018, the Company entered into a placing agreement
with BaoQiao Partners Capital Limited (“BaoQiao”, the “Placing
Agent”) pursuant to which the Company conditionally agreed to
place, through the Placing Agent, on a best-effort basis, a maximum
of 74,000,000 Shares under the general mandate granted by the
shareholders of the Company at the annual general meeting held on
8 June 2018 to placees who and whose ultimate beneficial owners
were third parties independent of and not connected with the
Company and its connected persons as defined in the Listing Rules
at a price of HK$1.40 per share. The gross and net proceeds raised
from the placing of a total of 74,000,000 Shares were approximately
HK$103.6 million and HK$103.0 million respectively where the
intended use of proceeds was for general working capital and future
business and investment opportunities. Set out below is the table
summarising (i) the net proceeds from the Placing; (ii) the intended use
of proceeds from the Placing; (i) the actual use of proceeds from the
Placing as at 31 December 2020; and (iv) the remaining net proceeds
from the Placing as at 31 December 2020.

Actual use of proceeds
from the Placing
as at 31 December 2020

Net proceeds Intended use of proceeds

No.  from the Placing from the Placing
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Remaining net proceeds
from the Placing
as at 31 December 2020

RESEMERE RESR
RESEMERA R-ZZ-ZF+ZA=+-H R-B-EF+-A=t-H
i RESEMERRFR ZRERR ZBBRAR ZBRNERRFR
0] Approximately HK$10 million For general working capital in the  Fully utilised by the Company Not applicable
daily operation of the Group for general working capital in
the daily operation of the Group
(i #910,000,000/7C ARFEERESET R  CREDREARERE Tam
2EES BEPZREEED
(ii) Approximately HK$93 million For any potential investment Not yet utilized by the Group Approximately HK$93 million and
opportunities as identified is expected to be utilized by the
by the Group end of 2021
(i £993,000,000 57T ARTEENEI ENEE  AEERADA #93,000,000% 7T + B
REKS R-B_—FTHEAPA
Total  Approximately HK$103 million
#zt  #9103,000,0007 7T
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Management Discussion and Analysis

As at 31 December 2020, the Group has not identified any suitable
investment in line with the business strategies of the Group and it will
continue to identify any further potential investment opportunities.
Detailed schedule depends on the overall economic conditions, the
development of the Company and market situation.

In all, the Board would like to announce that there is no material
change in the intended use of proceeds from the Placing as at 31
December 2020.

Save as disclosed above, there was no fund raising activity taken place
during FY2020.

CAPITAL COMMITTEE

As at 31 December 2020, the Group did not have any significant
capital commitments (2019: nil).

CONTINGENT LIABILITIES

As at 31 December 2020, the Group had no contingent liabilities
(2019: nil).

DIVIDENDS

The Board does not recommend any payment of a final dividend in
respect of the reporting period (2019: nil).

CONTINUING CONNECTED TRANSACTIONS

The independent non-executive directors have reviewed and
confirmed that all the continuing connected transactions taken
place during FY2020 were (i) in the ordinary and usual course of
business of the Group; (i) on normal commercial terms or better;
and (i) in accordance with the relevant agreements governing the
same on terms that are fair and reasonable and in the interests of
the Company’s shareholders as whole. Moreover, the Company’s
auditor has provided an unqualified letter to the Board containing
their findings and conclusions in respect of the continuing connected
transactions taken place during the reporting period in accordance
with Rule 14A.56 of the Listing Rules. A copy of the auditor’s letter
has been provided by the Company to the Stock Exchange. For details
of the continuing connected transactions, please refer to the section
headed “Continuing Connected Transactions” in “Directors’ Report”.
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Management Discussion and Analysis

EEER WD

EVENT AFTER REPORTING PERIOD

Save as disclosed, there is no significant event subsequent to the end
of reporting period.

MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES

Save as disclosed, the Group did not have any other material
acquisition or disposal of subsidiaries during the year.

ENVIRONMENTAL POLICIES AND COMPLIANCE
WITH RELEVANT LAWS AND REGULATIONS

Please refer section headed “Environmental, Social and Governance
Report” below for details. No material impact of the relevant laws
and regulations in relation to environment is identified on business
operations.

KEY RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

Please refer to sections headed “Major Suppliers and Customers” and
“Employees and Emolument Policy” in “Directors’ Report”.
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Management Discussion and Analysis

EEEWED

INVESTMENTS IN SECURITIES wHRE
As at 31 December 2020, the Company has invested in two securites. RZE=ZTF+=-A=+—H AR FEKEME
The details of, the breakdown and the movement of which during the &% o E:#15 - AR ERNE MO T
year is summarised below:
%tothe  %tothe
Fair value Group's total ~ Group's net
At thanged At assetsasat  assets as at
%of  1lJanuary during 31December 31 December 31 December
Principal business No. of share  shareholding 2000 Addition Disposal the year 2020 2020 2020
W-%-8F N-B-8E
28 t2A
i B =t-B =t-B
i 2 FRe CR-RE fRE GRE
TERK itk k&%  -A-A 5 WE OVEES® t-ASt-B HEBEY%  EEVEY
HKS HKS HK$ HKS HK§
BT AT BT AT AT
Listed equity securities - Hong Kong
[T
Kingkey Financial International () securities brokerage; 115,740,000 239% 44,559,900 - - (13310,100) 31,249,800 19.4% 22.8%
(Holdings) Limited (i) wealth management;
(HK: 1468)" Mo and (if) other financial services,
mink farming and trading of
mink's fur skin.
RESRER () (RHEEL  (ETEEE
HBAA (HK: 14687 Rt 2 RET
KREBRETIAER -
China Baoli Technology (Holdings) (i) mobile and multi-media 57,916,665 156% 5,555,646 - - (577,646) 4,978,000 31% 36%
Limited (HK: 0164) technologies; (i) gamma ray
radiation services; (i) tourism
and hospitality business; and
(iv) train medfa.
TEENMRARARAE  (FRROEERN (M0
(HK: 0164F STREIRT - (B R A
25 Riyanize-
Total
ol 50,115,546 - - (13,887,746) 36,227,800 25% 264%
* Included in equity instruments at fair value through other # AR AFEBESAEMEERS ZIRATA

comprehensive income
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Management Discussion and Analysis

BEEENWmED N

Note 1: The above listed securities was a significant investment held by the
Company as at 31 December 2020. The aggregate cost of investment
was approximately HK$24,996,000. No dividend was received from
the investment during the year.

The Company believes that, to allocate certain capital to securities
investment is a means of diversifying the Group’s risk while a higher
return in general can be improved which can in turn enhance the
Company'’s value and is beneficial to the shareholders as a whole.
These securities investments are categorised as equity instrument at
fair value through other comprehensive income accordingly to Hong
Kong Financial Reporting Standards and the Company consider to sell
some or all of these investments when i) there is a working capital
need; ii) shortfall of fund to repay the due debts; or iii) a profitable
return is achieved.

Save as disclosed above, no significant securities investments were

made and no dividend was received from the above securities during
the year ended 31 December 2020.
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Management Discussion and Analysis

On 29 March 2019, the Company and China Baoli Technologies
Holdings Limited (“China Baoli” or the “Purchaser”), a company
incorporated in Bermuda with limited liability, the shares of which are
listed on the Main Board of the Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) (stock code: 164), entered into the sale and
purchase agreement (the “Agreement”), pursuant to which the
Company conditionally agreed to sell and the Purchaser conditionally
agreed to acquire the entire issued share capital of Fullmoon Global
Limited (the "Target Company”), the then direct wholly-owned
subsidiary of the Company which then held 60% interest in Hong
Kong Made (Media) Limited (“Hong Kong Made”) and Ample Success
Limited (“Ample Success”), the train media business vehicle of the
Group, for an aggregate consideration of HK$34,750,000 (the
“Consideration”), which shall be satisfied by the allotment and issue
of the shares (the “Consideration Shares”) in tranches at the issue
price of HK$0.2 per share of the Purchaser at HK$0.1 per ordinary
share in the share capital of the Purchaser (the “Purchaser Shares”)
to the Company or its designated nominee(s) in accordance with the
terms and conditions of the Agreement. The Consideration is satisfied
by the allotment and issue of the Consideration Shares in tranches at
the issue price of HK$0.2 per Purchaser Share by the Purchaser to the
Company or its designated nominee(s) in the following manner:

(i) as to HK$11,583,333, representing one third of the
Consideration, shall be paid by the Purchaser to the Company
or its designated nominee(s) by the allotment and issue of
57,916,665 Purchaser Shares upon the Completion Date (the
“First Tranche Consideration Shares”);

(i) as to HK$11,583,333, representing one third of the
Consideration, shall be paid by the Purchaser to the
Company or its designated nominee(s) by the allotment
and issue of 57,916,665 Purchaser Shares (the “Second
Tranche Consideration Shares”) upon the Second Tranche
Consideration Shares Issue Date, subject to Hong Kong Made
and BN E 1§ € & E S F R 2 A ("Guangzhou Shengyu
Golden Line Advertising Company Limited” for identification
purpose only) (“Guangzhou Shengyu”) having executed
an agreement (in form and substance satisfactory to the
Purchaser) to extend the term of the Hong Kong Made
Contract for three years to 30 June 2023 (the “Second
Tranche Consideration Shares Conditions”); and

BEEEFNWED

RZZE—NF=ZAZ+NE  ARAEPEE ST}
REREBRAT(THEENIKER ] REREE
HMEIHBRAR - HROREBBER S
BRARNERAM]) ERETRMRIRE - 164))
AIVEBERE(BZERD Bt ARFEEER
BHEME A G4HRZE Y Fullmoon Global
Limited([ EE AR ]) 2FE AT - Fullmoon
BARNTRER EELZEWNBAR  ERFEEHE
SHE(EB)AERAR(BBRED REHBERA
A1) 2 (A L AR AREE 2 # R EEEL
ZH 58)60% AR - 48R 1{E /34,750,000 7T ([ X
&]) - REZREWRHZE 2GR RGHAZEITETR
028 TRA RN E S HIEENR B AR 3 R 8
TEFRASREBE B THEBRERG ([BEF
I D (TRERS D - RETIREA T A
BANBTEEREFRMDO2ETAARAFSHE
EE R B AR RBEITRERD I

(i) HA11,5833338 T (RERE=02—)
HEBEEFTRTK A BRARATSEEER
# ANBL B N 21757,916,665 B H k%
(IE—#HARERHD D2

iy HF11,5833383BT(KRERBE=Z02
—VBHRBEIRE - HRERMHEITE
HRAARARASEEENRE ARE RET
57,916,665 B 77 Ik 5 ([ 8 Z#E R E )
MDEA - FIREEBREREMNEES
RESERAR(TEMNEE ) E
ANEARHEESEM BEBSRELEYD
WEHRER =" _=FA=1H
(I HREBERDIEHD : &
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Management Discussion and Analysis

BEEENWmED N

(i)  as to HK$11,583,334,
Consideration, shall be paid by the Purchaser to the

representing one third of the

Company or its designated nominee(s) by the allotment and
issue of 57,916,670 Purchaser Shares (the “Third Tranche
Consideration Shares”) upon the Third Tranche Consideration
Shares Issue Date, subject to the satisfaction of the following
conditions (the “Third Tranche Consideration Shares
Conditions”): (a) Hong Kong Made and Guangzhou Shengyu
having executed an agreement (in form and substance
satisfactory to the Purchaser) to further extend the term of
the Hong Kong Made Contract for two years to 30 June
2025; and (b) Ample Success and Guangzhou Shengyu having
executed an agreement (in form and substance satisfactory
to the Purchaser) to further extend the term of the Ample
Success Contract for two years to 30 March 2024.

In the event that the Second Tranche Consideration Shares Condition
and/or the Third Tranche Consideration Shares Conditions are
satisfied, the Purchaser shall allot and issue the Second Tranche
Consideration Shares and/or the Third Tranche Consideration Shares
(as the case may be) on the Second Tranche Consideration Shares Issue
Date and/or the Third Tranche Consideration Shares Issue Date (as the
case may be).

The Consideration was determined on an arm’s length basis under
normal commercial terms pursuant to the negotiation between the
Company and the Purchaser after taking into account, among others,
the equity interest of Hong Kong Made and Ample Success owned
by the Target Company after capitalisation of certain loans owed by
Hong Kong Made and Ample Success to the Target Company and
the then shareholders of Hong Kong Made and Ample Success and
calculated by reference to a premium over the net asset value of the
Target Group as at 31 December 2018. The disposal was completed
on 6 June 2019 and the Company received the First Tranche
Consideration Shares.
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Management Discussion and Analysis

On 14 August 2020, the Company and the Purchaser entered into

a supplemental agreement (the “Supplemental Agreement”) to

the Agreement, pursuant to which the parties to the Supplemental

Agreement agreed to amend certain terms of the Agreement.

)

AMENDMENT TO THE DEFINITIONS OF
“SECOND TRANCHE CONSIDERATION
SHARES ISSUE DATE” AND “THIRD
TRANCHE CONSIDERATION SHARES ISSUE
DATE"

Pursuant to the definitions of the Agreement, the Second
Tranche Consideration Shares Issue Date shall have the
meaning of “the first anniversary date of the Completion
Date or 5th Business Day after the date on which the
Second Tranche Consideration Shares Conditions are fulfilled
(whichever occurs the earlier) or such other date as may
be agreed by the Purchaser and the Company in writing”
and the Third Tranche Consideration Shares Issue Date
shall have the meaning of “the second anniversary date of
the Completion Date or 5th Business Day after the date on
which the Third Tranche Consideration Shares Conditions are
fulfilled (whichever occurs the earlier) or such other date as
may be agreed by the Purchase and the Company in writing”.
Pursuant to the terms and conditions of the Supplemental
Agreement, the above definitions have been amended to “5th
Business Day after the date on which the Second Tranche
Consideration Shares Conditions are fulfilled or such other
date as may be agreed by the Purchaser and the Company in
writing” and “5th Business Day after the date on which the
Third Tranche Consideration Shares Conditions are fulfilled or
such other date as may be agreed by the Purchaser and the
Company in writing” respectively.
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EEENWED N

(m

(1)

AMENDMENT TO THE TERMS OF THE
CONSIDERATION RELATING TO THE
SECOND TRANCHE CONSIDERATION
SHARES

Pursuant to the terms and conditions of the Agreement, the
Second Tranche Consideration Shares shall be paid by the
Purchaser to the Company or its designated nominee(s) upon
the Second Tranche Consideration Shares Issue Date (i.e. (i)
the first anniversary date of the Completion Date or the 5th
Business Day after the satisfaction of the Second Tranche
Consideration Shares Conditions (whichever is earlier); or
(i) such other date as may be agreed by the Company and
the Purchaser in writing), subject to Hong Kong Made and
Guangzhou Shengyu having executed an agreement (in form
and substance satisfactory to the Purchaser) to extend the
term of the Hong Kong Made Contract for three years to
30 June 2023. Pursuant to the terms and conditions of the
Supplemental Agreement, the above term has been amended
to “the Second Tranche Consideration Shares shall be paid by
the Purchaser to the Company or its designated nominee(s)
on or before 15 July 2022, subject to Hong Kong Made and
Guangzhou Shengyu having executed an agreement (in form
and substance satisfactory to the Purchaser) to extend the
term of the Hong Kong Made Contract for three years to 30
June 2023.

AMENDMENT TO THE TERMS OF THE
CONSIDERATION RELATING TO THE THIRD
TRANCHE CONSIDERATION SHARES

Pursuant to the terms and conditions of the Agreement,
the Third Tranche Consideration Shares shall be paid by the
Purchaser to the Company or its designated nominee(s) upon
the Third Tranche Consideration Shares Issue Date (i.e. (i)
the second anniversary date of the Completion Date or the
5th Business Day after the satisfaction of the Third Tranche
Consideration Shares Conditions (whichever is earlier); or
(ii) such other date as may be agreed by the Company and
the Purchaser in writing), subject to the satisfaction of the
Third Tranche Consideration Shares Conditions” Pursuant to
the terms and conditions of the Supplemental Agreement,
the above term has been amended to “the Third Tranche
Consideration Shares shall be paid by the Purchaser to the
Company or its designated nominee(s) on or before 15
July 2023, subject to the satisfaction of the Third Tranche
Consideration Share Conditions.
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Management Discussion and Analysis

In light of the COVID-19 outbreak in the PRC, both Hong Kong
Made and Guangzhou Shengyu are unable to ascertain with certainty
the date of finalizing the extension term of the Hong Kong Made
Contract, it was mutually agreed between the Company and the
Purchaser that the terms of the Consideration relating to the Second
Tranche Consideration Shares Issue Date and the Third Tranche
Consideration Shares Issue Date were revised to be paid on (i) on or
before 15 July 2022; and (i) on or before 15 July 2023, respectively.
Having considered that the aforesaid extension offers the Company
an opportunity to strive for the Second Tranche Consideration
Shares and the Third Tranche Consideration Shares, subject to the
satisfaction of the Second Tranche Consideration Shares Conditions
and the Third Tranche Consideration Shares Conditions, the Directors
are of the view that such extension does not constitute a material
variation of the terms of the Consideration and the terms of the
Supplemental Agreement are fair and reasonable and in the interest
of the Company and the Shareholders.

CHARGES ON GROUP ASSETS

The Group has no charges on group assets at the end of the reporting
period (2019: nil).

MISCELLANEOUS

Save as disclosed, during the financial year ended 31 December 2020,
there were no transactions, arrangements or contracts of significance
entered into by the Group in which any Director or an entity
connected with any Director are or were materially interested, either
directly or indirectly.
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Directors and Senior Management Profile

ESREREEERE

EXECUTIVE DIRECTOR

Mr. Tsang Hing Bun (“Mr. Tsang”), aged 41, was appointed
as Executive Director of the Company on 8 September 2015 and
subsequently a director of several subsidiaries of the Company.
He holds a Bachelor Degree of Social Science from the Chinese
University of Hong Kong and a Master of Science Degree in Finance
from City University of Hong Kong. He has around 20 years of
experience in audit, accounting, corporate finance and compliance.
Mr. Tsang is a member of The Hong Kong Institute of Certified Public
Accountants, an associate member of The Hong Kong Institute of
Chartered Secretaries and The Chartered Governance Institute. He is
also a financial risk manager granted by Global Association of Risk
Professionals. On 28 August 2020, Mr. Tsang has been appointed
as non-executive director of Sino Oil and Gas Holdings Limited, a
company whose shares are listed on the mainboard of the Stock
Exchange (stock code: 702).

NON-EXECUTIVE DIRECTOR

Mr. Yiu Yu Cheung (“Mr. Yiu”), aged 38, was appointed as Non-
executive Director on 8 September 2015. He obtained a Bachelor
of Arts degree from Simon Fraser University in Canada in 2006 and
a Master Degree in Business and Administration from University of
Wales, Newport in 2015. Mr. Yiu has experience in banking and
securities industry.

INDEPENDENT NON-EXECUTIVE DIRECTOR

Dr. Leung Ka Kit (“Dr. Leung”), aged 43, was appointed as
Independent Non-executive Director on 10 June 2019. He obtained a
doctorate degree and a master degree in education management at
the Tarlac State University in the year of 2013 and 2011 respectively.
Dr. Leung also obtained a master degree of science in environmental
science at the Hong Kong University of Science and Technology in
2009 and a bachelor degree of science in health and safety at Curtin
University of Technology in 2006. Dr. Leung is the leading auditor
for 1ISO9001 and I1SO14001 quality management system and has
almost 15 years of management experience in various multinational
enterprises, focusing on nuclear power, thermal power, hydraulic
engineering, quality management, environmental safety and
comprehensive enterprise system management. Dr. Leung had been
an executive director of Artgo Holdings Limited, a company whose
shares are listed on the Main Board of the Stock Exchange (stock
code: 3313), from 8 June 2016 to 11 October 2019.
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Directors and Senior Management Profile

Mr. William Keith Jacobsen (“Mr. Jacobsen”), aged 54, was
appointed as Independent Non-executive Director on 8 September
2015. Mr. Jacobsen is currently the managing director of a
corporation to advise on corporate finance matters. Mr. Jacobsen is
a non-executive director of Cocoon Holdings Limited (stock code:
428) and an independent non-executive director of abc Multiactive
Limited (stock code: 8131). He was an independent non-executive
director of Sustainable Forest Holdings Limited (stock code: 723) from
11 January 2013 to 29 December 2017, a non-executive director of
Ping An Securities Group (Holdings) Limited (stock code: 231) from
12 August 2015 to 30 September 2016, an executive director of
Auto ltalia Holdings Limited (stock code: 720) from 1 January 2012
to 16 October 2015, and also an independent non-executive director
of King Stone Energy Limited (stock code: 663), Qingdao Holdings
International Limited (stock code: 499), E-Rental Car Company
Limited (stock code: 1822) and China Financial Leasing Group Limited
(stock code: 2312) for the period from 26 September 2008 to 30
September 2011, from 20 June 2008 to 27 September 2014, from
7 January 2013 to 29 August 2014 and from 1 February 2013 to 30
April 2015 respectively. He obtained a Bachelor of Laws degree from
the University of Hong Kong and a Master of Business Administration
from the University of British Columbia.
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Directors and Senior Management Profile

EEkEREEREERE

Mr. Chan Chiu Hung Alex (“Mr. Chan”), aged 54, was appointed
as Independent Non-executive Director on 31 March 2016. He
graduated from the Hong Kong Baptist University with a bachelor
of business administration (honours) degree in finance in 1990. He
completed an advanced diploma in specialist taxation with the Hong
Kong Institute of Certified Public Accountants in December 2012
and was admitted as an associate with the Institute of Chartered
Accountants in England and Wales. Mr. Chan is currently a fellow
of the Chartered Governance Institute, a fellow of the Hong Kong
Institute of Chartered Secretaries, a fellow of the Association of
Chartered Certified Accountants and an associate of the Hong Kong
Institute of Certified Public Accountants. Mr. Chan has 18 years of
experience in accounting, financial management and regulatory
compliance of various industries listed in Hong Kong and Singapore.
He was an independent non-executive director of Hangkan Group
Limited (stock code: 8331) for the period from 12 December 2015 to
18 December 2017, an independent non-executive director of Great
Wall Belt & Road Holdings Limited (stock code: 524) for the period
from 25 February 2015 to 17 May 2017 and an independent non-
executive director of Asia Television Holdings Limited (stock code:
707), for the period from March 2015 to October 2015. Currently,
Mr. Chan is an independent non-executive director of Royal Century
Resources Holdings Limited (stock code: 8125).

SENIOR MANAGEMENT

Ms. Chan Sin Mei, Garfield (“Ms. Chan"), aged 50, is the General
Manager of our recruitment advertising division. She rejoined the
Group in October 2014. Ms. Chan is responsible for the recruitment
and display advertising business of the Group. Ms. Chan has over
25 years of experience in the advertising industry. Ms. Chan was
the Account Director of the Group’s recruitment advertising division
during the period from 9 April 1992 to July 2002. She was the
Associate Sales Director of Careertimes Online Limited before joining
the Group.
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The Directors present their annual report and the audited financial
statements of the Company and the Group for the year ended 31
December 2020.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company and provides
corporate management services. The activities of its principal
subsidiaries are set out in note 39 to the consolidated financial
statements.

BUSINESS REVIEW AND PERFORMANCE

A fair review of the Group’s businesses comprising analysis of the
Group performance during the year under review using financial
key performance indicators, description of the principal risks and
uncertainties facing the Group, are set out in the section headed
“Management Discussion and Analysis” in this annual report. The
Group is looking for quality investment opportunities on an on-going

basis and will make announcements where appropriate.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2020 are
set out in the consolidated statement of profit or loss and other
comprehensive income on pages 81 to 82.

DIVIDEND

The Directors did not recommend any final dividend for the year
ended 31 December 2020 (2019: nil).

RESERVES

Details of movements in the reserves of the Group and of the
Company during the year are set out in the consolidated statement of
changes in equity on pages 85 to 86 and note 36 to the consolidated
financial statements respectively.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the past five financial years is set out on pages 205 to 206 of the
annual report.
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PROPERTY, PLANT AND EQUIPMENT

Details of movements during the year in the property, plant and
equipment of the Group are set out in note 17 to the consolidated
financial statements.

SHARE CAPITAL

Details of movements during the year in the share capital of the
Company are set out in note 34 to the consolidated financial
statements.

FUND RAISING ACTIVITIES

Please refer to “Fund Raising Activity” under section headed “Capital
Structure”.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
Byelaws or the laws of Bermuda, which would oblige the Company to
offer new shares on a pro rata basis to existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

During the year ended 31 December 2020, the Company did not
purchase, redeem or sell any of the Company’s listed securities.

DIRECTORS

The Directors of the Company during the year and up to the date of
this report were:

Executive Director

Mr. Tsang Hing Bun

Non-executive Director
Mr. Yiu Yu Cheung

Independent Non-Executive Directors

Dr. Leung Ka Kit
Mr. William Keith Jacobsen
Mr. Chan Chiu Hung, Alex

In accordance with No. 87 of the Company’s bye-laws, Mr. Tsang
Hing Bun and Mr. Chan Chiu Hung Alex will retire at the forthcoming
annual general meeting and, being eligible, will offer themselves for
re-election.
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DIRECTORS’ SERVICE CONTRACTS

Each of the non-executive director has entered into a service
agreement and each of independent non-executive directors has
entered into an appointment letter with the Company for a specific
term and is subject to termination by either party giving not less than
three months’ prior written notice to another.

None of the directors being proposed for re-election at the
forthcoming annual general meeting has any service contract with the
Company or any of its subsidiaries which is not determinable by the
Group within one year without payment of compensation other than
statutory compensation.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

As at 31 December 2020, the interests and short positions of
the Directors and chief executives of the Company in the shares,
underlying shares or debentures of the Company or any associated
corporations, within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFQ"), as recorded in the register maintained
by the Company required to be kept under section 352 of the SFO,
or as otherwise notified to the Company and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers (the
Model Code") were as follows:

Interests in the Company — Long position in shares of the
Company
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Save as disclosed above, as at 31 December 2020, neither of the
Directors nor the chief executives of the Company had interests or
short positions in the shares, underlying shares and debentures of
the Company and its associated corporations (within the meaning
of Part XV of the SFO) which (i) were required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions which they
are taken or deemed to have under such provisions of the SFO); or (ii)
were recorded in the register required to be kept under section 352
of the SFO; or (iii) had to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

SHARE OPTIONS

The Company maintained a share option scheme during the year. The
share option scheme adopted by the Company on 13 July 2007 (“Old
Scheme”) was terminated on 29 December 2015 and replaced by a
new share option scheme (the “Scheme”) adopted on the same date.

The purpose of the Scheme is to enable the Group to grant options
to eligible participants as incentives or rewards for their contribution
to the Group. Eligible participants of the Scheme include, without
limitation, any persons who are employees, officers, agents,
consultants or representatives of the Group. The Scheme became
unconditional upon the Stock Exchange granting on 5 January
2016 the approval of the listing of and the permission to deal in the
shares falling to be issued pursuant to the exercise of any options
to be granted under the Scheme and, unless otherwise cancelled or
amended, shall remain in for 10 years from the adoption date.

The maximum number of shares issuable under share options to each
eligible participant in the Scheme and the other scheme (if any) in any
12-month’s period shall not exceed 1% of the issued share capital of
the Company for the time being. Any further grant of share options to
any eligible participant in excess of this limit is subject to shareholders’
approval in a general meeting. The total number of shares which may
be issued upon exercise of all share options to be granted under the
Scheme and the other schemes (if any) must not in aggregate exceed
10% of the shares of the Company in issue (the “10% Limit”) as at
29 December 2015, being the date of passing the resolution by the
shareholders at the special general meeting approving and adopting
the Scheme. The Company may seek approval of its shareholders in a
general meeting to refresh the 10% Limit at any time in accordance
with the Listing Rules.
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The maximum number of shares which may be allotted and issued
upon exercise of all outstanding options granted and yet to be
exercised under the Scheme and other schemes (if any) shall not
exceed 30% of the share capital of the Company in issue from time
to time. The making of an offer to any Director, chief executive or
substantial shareholder of the Company, or any of their respective
associates must be approved by the independent non-executive
Directors (excluding any independent non-executive Director who or
whose associate is a proposed grantee of the share options).

In addition, any share options granted to a substantial shareholder
or an independent non-executive Director of the Company or any
of their respective associates, in excess of 0.1% of the shares of the
Company in issue at any time or with an aggregate value (based on
the closing price of the Company’s shares at the date of the offer) in
excess of HK$5,000,000, within any 12-month’s period, are subject
to the shareholders’ approval in a general meeting in accordance with
the Listing Rules.

Any offer may be accepted by an eligible participant in respect of
less than the number of shares which are offered provided that such
number is clearly stated in the duplicate letter comprising acceptance
of the offer duly signed by such eligible participants and received by
the Company together with a remittance in favour of the Company
of HK$1.00 (which shall not be later than 21 days from the offer
date). The exercise price of the share options is determinable by the
Directors, but shall not be less than the highest of (i) the closing
price of the Company’s shares as stated in the Stock Exchange’s
daily quotations on the offer date; (ii) the average closing price of
Company’s shares as stated in the Stock Exchange’s daily quotations
sheets for the five trading days immediately preceding the offer date;
and (iii) the nominal value of the Company’s shares.

For the year ended 31 December 2020, no share options were
granted, exercised, lapsed or cancelled. As at 31 December 2020, no
share options were outstanding.

Subsequently on 22 January 2021, a total of 22,300,000 share
options to subscribe for ordinary shares of par value HK$0.2 each of
the Company were granted to several eligible persons, including Mr.
Tsang Hing Bun, Executive Director and Mr. Yiu Yu Cheung, Non-
executive Director where each of them was granted 4,460,000 share
options at the exercise price of HK$0.38 each. Each share option
is eligible for subscription of one share of the Company. The share
options were exercisable from 22 January 2021 to 21 January 2023
and had no vesting period. For details, please refer to the Company’s
announcement dated 22 January 2021.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 31 December 2020, the following parties (in addition to the
Directors and chief executive of the Company) had interests or short
positions in the shares or underlying shares of the Company which
were recorded in the register of interests required to be kept by the

FERRRHEMATARSG REER
iR 5958y )

RIZB-ZZFE+-_A=+—8 UTAL(TRE
EENARBZERITRAB)RARRZ RN
HERD T  BEARRFREES RBEGIIFE
3B6IRABTHFE ST MPTC ik 2 R TOK

Company under section 336 of the SFO: B
Long position in shares of the Company KATRRGODZHER
Approximate
percentage
in the issued
Number Share Capital
Name Nature of interest of Shares  of the Company
HARAF
2BITRA
=1 HEmtE RHGEE ZBHES
Upsky Global Limited (Note 1) Beneficial owner 95,037,657 21.28%
SRBRMAR AT (FEE) BEmEAA
Champion Ease Group Limited (Note 2) Beneficial owner 74,000,000 16.57%
BiEEAR AR (ME2) EnEAA
Polaris Investment Management Limited Beneficial owner 50,248,828 11.25%
(Note 3)(Pf7+3) EmEAA
Notes: ftsE -
1. Upsky Global Limited is wholly and beneficially owned by Mr. Chen 1. VRBEHARAFRERIELE2ETAHES -
Jiajun.
2. Champion Ease Group Limited is interested as to 50% by each of Ms. 2. BREEERARHERBERT REBERLES
Zhan Meiging and Mr. Liu Guoliang. B#B50% 2 i o
3. Polaris Investment Management Limited is wholly and beneficially 3. Polaris Investment Management Limited 3 24 ¢
E2EERES °

owned by Mr. Liu Gary Wei.

Save as disclosed above, as at 31 December 2020, the Directors are
not aware of any persons (other than the Directors or chief executive
of the Company) have interests or short positions in the shares or
underlying shares of the Company which were recorded in the register
of interests required to be kept by the Company under section 336 of
the SFO.
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CONNECTED TRANSACTIONS

On 9 June 2017, the Company entered into a tenancy agreement
together with Kingkey Enterprise Hong Kong Limited (“Kingkey
Enterprise”) as joint tenant with an independent third party as
landlord to rent an office premise in Wan Chai for a period of three
years from 16 May 2017 to 15 May 2020. Since Kingkey Enterprise
is wholly owned by Mr. Chen lJiarong, the former Chairman and a
former substantial shareholder of the Company, the signing of the
tenancy agreement constitutes a connected transaction which, under
the applicable percentage ratio under the Listing Rules is more than
0.1% and less than 5%, is subject to reporting, annual review and
announcement but exempt from circular (including independent
financial advice) and independent shareholders’ approval requirement.

CONTINUING CONNECTED TRANSACTIONS

On 24 January 2019, the Company entered into a licensing agreement
(the “Licence Agreement”) with Kingkey Enterprise (as Licensors) and
UKF Management Limited (currently known as “Kingkey Management
Limited”) ("KKM") (as Licensee), a wholly owned subsidiary of
UKF (Holdings) Limited (currently known as “Kingkey Financial
international (Holdings) Limited”) (“KKFI"”), a company incorporated
in the Cayman Islands with limited liability, the issued shares of which
are primary listed on the Main Board of the Stock Exchange (stock
code: 1468), where the Licensors agreed to lease certain areas of the
office premises of 44/F, Officer Tower, Convention Plaza, 1 Harbour
Road, Wan Chai, Hong Kong To Licensee for the period from 24
January 2019 to 15 May 2020 (both days inclusive), at a monthly rent
HK$580,000 (exclusive of Government rates, management fee and
air-conditioning charges). The annual cap of the said leasing for the
Company for the year ended 31 December 2019 and year ended 31
December 2020 is HK$6,600,000 and HK$2,700,000 respectively.

The terms of the Licence Agreement were negotiated on an arm'’s
length basis and the rental chargeable under the Licence Agreement
was determined after taking into account the prevailing market
rental rates as advised by an independent surveyor engaged by the
Company. The Directors (including the independent non-executive
directors) considered that the Licence Agreement was entered into
in the ordinary and usual course of business of the Company, and its
terms are on normal commercial terms and are fair and reasonable,
and are in the interests of the Company and the Shareholders as a
whole.
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As Kingkey Enterprise is wholly-owned by Mr. Chen lJiajun, the
substantial Shareholder of the Company, holding 21.28% interest of
the Company and also a substantial shareholder of KKFI, therefore
Kingkey Enterprise and KKFI are connected persons of the Company.
Accordingly, the transaction contemplated thereby constitutes a
connected transaction for the Company under Chapter 14A of the
Listing Rules.

As the highest applicable percentage ratio calculated under the
Listing Rules in respect of the proposed annual cap under the
Licence Agreement is more than 5% but less than 25% and the
proposed annual cap is less than HK$10,000,000, the transaction
contemplated under the Licence Agreement is subject to reporting,
annual review and announcement requirements but exempt from
circular (independent financial advice) and approval of the Company’s
shareholders requirements pursuant to Rule 14A.76(2) of the Listing
Rules.

Save as disclosed above, during the year ended 31 December 2020,
the Group has not entered into any connected transactions or
continuing connected transaction for the year which are required to
disclose pursuant to Chapter 14A of the Listing Rules. Meanwhile, the
Company has the necessary internal controls in place to ensure that
the terms of all connected or continuing connected transactions, if
any, are fair and reasonable and in the interest of the Company and
Shareholders as a whole.

MAJOR SUPPLIERS AND CUSTOMERS

The top five suppliers in aggregate and the single largest supplier
of the Group accounted for approximately 100% and 77% of the
Group's total purchases in continuing operations for the year ended
31 December 2020 respectively.

The top five customers in aggregate and the single largest customer
of the Group accounted for approximately 21% and 8% of the
Group’s total sales in continuing operations for the year ended 31
December 2020 respectively.

At no time during the year did a Director, an associate of a Director,
within the meaning of the Listing Rules, or a shareholder of the
Company which to the knowledge of the Directors owns more than
5% of the Company’s share capital have any interest in the Group’s
five largest suppliers and five largest customers.
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Key Relationships with Customers and Suppliers

The Group highly values the relationships with employees, customers
and suppliers as they are the foundation of the Group's success.

Customers

The Group provides direct services/goods to customers and conduct
surveys to interact with them to gain market insights and feedback.
The Group allows a credit period from 7 to 120 days (2019: 7 to 120
days) to its customers. The Group also continuously evaluates the
credit risk of its customers to ensure appropriateness of the amount
of credit granted. Credit terms are extended to customers based
on the evaluation of individual customer’s financial conditions. No
significant recoverability problem is identified subsequent to the
reporting period.

Suppliers

The Group has either long established suppliers or suppliers from
well-known enterprises to ensure that they are able to deliver
the goods/services as requested. Furthermore, the Company has
formulated anti-bribery policies for all staff to comply.

FUTURE PROSPECTS & DEVELOPMENT

The COVID-19 vaccine has started to introduce into many countries
and communities and the worldwide confirmed cases have begun to
decrease. While people’s living is going back to normal, Hong Kong’s
economy has hope to recover or even rebound where the labour
market will revive as companies will resume to recruit new headcount
and our Recruit Magazine business will pick up again. We believe that
if nothing surprising happens, all these will happen in this year. In the
meantime, we will still grab every opportunity to develop the business.
Regarding our Medical and Health Services business, we are planning
to roll out other value adding services, such as medical advisory on
dietary and genetic screening. Such services can identify any potential
disease tendency as a result genetic deficiency and our professional
can advise our client to be aware of their living style in order to
minimise the possibility of these genetically induced disease to occur.
Furthermore, we will also keep sourcing any business opportunities
suitable to us.

COMPETING INTERESTS

As at 31 December 2020, no Directors have involved in competing
business or have interests in companies engaging in competing
business with the Group.
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INTERESTS IN SIGNIFICANT CONTRACTS

As far as the Directors are aware, at no time during the year had the
Company or any of its subsidiaries, and the controlling shareholders
or any of its subsidiaries entered into any contracts of significance
or any contracts of significance for the provision of services by the
Directors or controlling shareholders or any of their subsidiaries to the
Company or any of its subsidiaries.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

At no time during the year was the Company and any of its
subsidiaries of the Company and its associated corporations a party
to any arrangement to enable the Directors or chief executive or any
of their spouse or children under the age of 18 to acquire benefits by
means of the acquisition of shares in or debentures of the Company
or any other body corporate.

ARRANGEMENTS TO PURCHASE SHARES

At no time during the year was the Company or any of its subsidiaries
or fellow subsidiaries, a party to any arrangements to enable the
Directors to acquire benefits by means of the acquisition of shares in
the Company or any other body corporate.

SUFFICIENCY OF PUBLIC FLOAT

Throughout the year ended 31 December 2020 and as at the date
of this annual report, based on information that is publicly available
to the Company and within the knowledge of the Directors, the
Directors confirm that the Company maintained a sufficient prescribed
public float of more than 25% of the Company's issued shares as
required under the Listing Rules.

APPOINTMENT OF INDEPENDENT NON-
EXECUTIVE DIRECTOR

The Company has received, from each of the Independent Non-
Executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers all
of the Independent Non-Executive Directors are independent.

CORPORATE GOVERNANCE

A report on the corporate governance practices adopted by the
Company is set out on pages 32 to 45 of the annual report.
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ENVIRONMENTAL POLICIES AND COMPLIANCE
WITH RELEVANT LAWS AND REGULATIONS

Please refer section headed “Environmental, Social and Governance
Report” below for details. No material impact of the relevant laws
and regulations in relation to environment is identified on business
operations.

EMPLOYEES AND EMOLUMENT POLICY

As at 31 December 2020, the Group had 22 employees (2019: 50).
The pay scale of the Group’s employees is maintained at a competitive
level and employees are rewarded on a performance-related basis
within the general framework of the Group’s salary and bonus
system. Other employees’ benefits include provident fund, insurance
and medical cover.

Key Relationship with Employees

The Company strictly complies with all the applicable rules
and regulations in relation to employment, to name a few, the
Employment Ordinance, Mandatory Provident Fund Ordinance and
Personal Data (Privacy) Ordinance, etc. The Group has purchased
all necessary insurance and made monthly contributions for its staff
and has measures in place endeavored to protect all staff's personal
information. There are channels for staff to express their opinions
with regard to their work. Moreover, the Group also strives to provide
a safe, healthy and harmonious workplace with fair and equal
opportunities for staff of both genders.

EVENTS AFTER REPORT DATE

Save as disclosed, no significant events occurred after the financial
year ended 31 December 2020.

AUDITOR

A resolution will be proposed at the forthcoming annual general
meeting to re-appoint BDO Limited as auditor of the Company.

On behalf of the Board

Tsang Hing Bun
Executive Director

Hong Kong, 30 March 2021
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TRERKE

The Group has adopted practices which meet the Corporate
Governance Code and Corporate Governance Report for the year
(the “Code") as set out in Appendix 14 to the Rules Governing the
Listing of Securities (the “Listing Rules”) on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). The report describes
its corporate governance practices, explains the applications of the
principles of the Code and deviations, if any.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules as its own code of conduct regarding
Directors’ securities transactions. Having made specific enquiry of
all Directors, the Company was not aware of any non-compliance
with the required standard as set out in the Model Code regarding
securities transactions by the Directors throughout the year ended 31
December 2020.

BOARD OF DIRECTORS

The Board currently comprises five Directors, of whom one is
an Executive Director, one is a Non-executive Director and three
are Independent Non-executive Directors. The Board has in its
composition a balance of skills and experience necessary for decision
making and fulfilling its business needs. The participation of non-
executive Directors in the Board brings independent judgement
on issues relating to the Group’ strategy, performance, conflicts of
interest and management process to ensure that the interests of all
shareholders of the Company have been duly considered.

The Board considers that all of the Independent Non-executive

Directors are independent and has received from each of them the
annual confirmation of independence by the Listing Rules.
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The Board members during the year ended 31 December 2020 were:

Executive Director

Mr. Tsang Hing Bun

Non-Executive Director
Mr. Yiu Yu Cheung

Independent Non-Executive Directors

Dr. Leung Ka Kit
Mr. William Keith Jacobsen
Mr. Chan Chiu Hung, Alex

The Board is responsible for the approval and monitoring of
the Group’s overall strategies and policies; approval of business
plans; evaluating the performance of the Group and oversight of
management. It is also responsible for promoting the success of
the Company and its businesses by directing and supervising the
Company'’s affairs.

The Board focuses on overall strategies and policies with particular
attention paid to the growth and financial performance of the Group.
The Board delegates day-to-day operations of the Group to Executive
Directors and senior management of every business segment, while
reserving certain key matters for its approval.

Decisions of the Board are communicated to the management
through Executive Directors who have attended Board meetings.

The Company had arranged for appropriate liability insurance for the
Directors and officers of the Group for indemnifying their liabilities
arising from corporate activities.

During the year, all Directors have been provided, on a monthly basis,
with the Group’s management information updates to give them
aware of the Group's affairs and facilitates them to discharge their
duties under the relevant requirements of the Listing Rules.

A ey
TERERA®RSE

REBE-_Z-_FEF+_A=1+—HIFEZEZ=E
B A

BITES
BEELL

FHUITES
HFAELE

BYFHITES
RS T
ESERS e
BREH L

EXe RS HERERANEE BRI MK
HEXBE  FHEAKECRAREEREZE
B EFENARBREERERARRZEHR
RERRE REEHZRDEE -

EEeINERRBEIEBE  LHEEAREEZ
BERUHRE EFERARECAEZETE
RIPTEZREEBIBZEREEERE @ [
FREETERZRERAELME -

EXRARHIREFEERCHTESAEEEE

ESW;

f

W
H

E

ARBERARBEZEZNRRABRBEEZER
IRl MERERCREIMEL 2 B ERHER

f& o
TR 2RESFAUEASEERERHEBHEA

SEZEMER  WERSEEAEB ZEBHR
KBTI ER LR AMERRE THBE -

TETEFR KK ULERBRAR

33



34

Corporate Governance Report
TEERRSE

There were four Board meetings and one annual general meeting
("AGM") but nil special general meetings held in 2020. Details of the
attendance of each director are as follows:

RZE—TFERTONETESLEN

g BREFZHER

—RIEFE
FAE(RRATAR ) - MR EBIRERAIA
BT

Attended/Held
BB EBRE
Board meeting AGM
Directors 2E EEEER BRBEXE
Mr. Tsang Hing Bun BEESAE 4/4 11
Mr. Yiu Yu Cheung PFREE 4/4 1/1
Mr. William Keith Jacobsen ERHEEE 4/4 0/1
Mr. Chan Chiu Hung Alex BREVIL A 4/4 11
Dr. Leung Ka Kit ZngE+ 4/4 1/1

Board minutes are kept by the Company Secretary and are open for
inspection by the Directors. Every Board member is entitled to have
access to materials and has unrestricted access to the advice and the
Company Secretary, and has the right to seek external professional
advice if so required.

DIRECTORS AND OFFICERS INSURANCE

Appropriate insurance covers on directors’ and officers’ liabilities have
been in force to protect the Directors and officers of the Group from
their risk exposure arising from the business of the Group.

ACCOUNTABILITY AND AUDIT

The Directors were responsible for overseeing the preparation of the
financial statements for the year ended 31 December 2020.

The Directors’ responsibilities for the preparation of the financial

statements and the auditor’s responsibility are set out in the
“Independent Auditor’s Report”.
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INTERNAL AUDIT AND RISK MANAGEMENT

During the financial year, the Group has complied with principle
C.2 of the CG Code by establishing appropriate and effective risk
management and internal control systems. Management is responsible
for the design, implementation and monitoring of such systems,
while the Board oversees management in performing its duties on an
ongoing basis and an internal audit on the internal control and risk
management systems performed on an annual basis. Main features
of the risk management and internal control systems are described as
follows:

Risk Management System

The Group has adopted a risk management system which manages
the risk associated with its business and operations. The system
comprises the following phases:

o Identification: identify ownership of risks, business objectives
and risks that could affect the achievement of objectives.

o Evaluation: analyse the likelihood and impact of risks and
evaluate the risk portfolio accordingly.

o Management: consider the risk responses, ensure effective
communication to the Board and on-going monitor the
residual risks.

Based on the risk assessments conducted for the financial year, no
significant risk was identified.

Internal Control System

The Board has overall responsibility for the internal controls of the
Company. The Board is committed to implementing an effective
and sound internal control system to safeguard the interest of the
shareholders and the Group's assets. The implementation enables the
Group to achieve objectives regarding effectiveness and efficiency
of operations, reliability of financial reporting and compliance with
applicable laws and regulations.

The internal control system includes safeguard of the interest of
shareholders and the Group’s assets. The Board has delegated
to management for the implementation of all relevant financial,
operational, compliance controls and risk management function
within a defined framework. During the year ended 31 December
2020, the Board has conducted a review of the system of internal
control and no significant control deficiency was identified.
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Internal Audit

The Group performed an internal audit, on rotatory basis, on different
business segments of the Group annually as well as reviewed the
management or risks arisen from operations. No unusualness was
found during the course of internal audit while the business risk
profile was satisfactory.

According to the established plan, review of the risk management
and internal control systems is conducted annually and the results are
reported to the Board via Audit Committee afterwards. This could
ensure the internal control system is effective.

Effectiveness of the Risk Management and Internal
Control Systems

The Board is responsible for the risk management and internal control
systems of the Group and ensuring review of the effectiveness of
these systems has been conducted annually. Several areas have been
considered during the Board’s reviews, which include but not limited
to (i) the changes in the nature and extent of significant risks since the
last annual review, and the Group's ability to respond to changes in
its business and the external environment; (ii) the scope and quality of
management’s ongoing monitoring of risks and of the internal control
systems.

The Board, through its reviews and the reviews made by the Audit
Committee, concluded that the risk management and internal control
systems were effective and adequate. Such systems, however, are
designed to manage rather than eliminate the risk of failure to achieve
business objectives, and can only provide reasonable and not absolute
assurance against material misstatement or loss. It is also considered
that the resources, staff qualifications and experience of relevant staff
were adequate and the training programs and budget provided were
sufficient.
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CHAIRMAN AND THE CHIEF EXECUTIVE OFFICER

Currently, the positions of Chairman and Chief Executive Officer have
been vacant but the Executive Director performs similar function as
Chief Executive Officer. Besides, the Board directly, and indirectly
through its committees, leads and provides direction to management
by laying down strategies and overseeing their implementation by
management. The Board monitors the Group’s operating and financial
performance and ensures that effective governance and corporate
social responsibility and policies and sound internal control and risk
management systems are in place. As such, the Board considers that
sufficient measures have been taken to ensure that the Company’s
corporate governance practices are comparable to those in the Code
Provision.

PROFESSIONAL DEVELOPMENT

Every newly appointed Director will be given an induction training so as
to ensure that he/she has appropriate understanding of the Group’s
business and his/her duties and responsibilities under the Listing Rules
and the relevant statutory and regulatory requirements. The Group
continuously updates Directors on the latest developments regarding
the Listing Rules and other applicable regulatory requirements, to
ensure compliance and enhance their awareness of good corporate
governance practices. Circulars or guidance notes are issued to
Directors and senior management where appropriate, to ensure
awareness of best corporate governance practices.

The Company also provides regular updates on the business
development of the Group. The Directors are regularly briefed
on the latest development regarding the Listing Rules and other
applicable statutory requirements to ensure compliance and upkeep
of good corporate governance practices. In addition, the Company
has been encouraging the Directors to enroll in professional
development courses and seminars relating to the Listing Rules,
Companies Ordinance and corporate governance practices organized
by professional bodies chambers in Hong Kong. All directors are
requested to provide the Company with their respective training
records pursuant to the Code.

All Directors have participated in appropriate continuous professional
development and refresh their knowledge and skills during the year.
Such professional development was completed either by way of
attending briefings, conference, forum, courses and seminars and
self-reading which are relevant to the business or directors’ duties.
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CORPORATE GOVERNANCE FUNCTIONS

The Board has delegated the Group's corporate governance functions
to Audit Committee. The principal functions include:

(a) to develop and review the Company’s policies and practices
on corporate governance;

(b) to review and monitor the training and continuous professional
development of directors and senior management;

(0) to review and monitor the Company’s policies and practices in
compliance with legal and regulatory requirements;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
directors; and

(e) to review the Company’s compliance with the Code and
disclosure in the Corporate Governance Report.

COMPANY SECRETARY

During the year ended 31 December 2020, the Company Secretary
has duly complied with the relevant professional training requirement
under Rule 3.29 of the Listing Rules.

REMUNERATION COMMITTEE

The Remuneration Committee comprises three Independent Non-
executive Directors and one Non-executive Director, namely Mr.
William Keith Jacobsen (Chairman), Dr. Leung Ka Kit, Mr. Chan Chiu
Hung, Alex and Mr. Yiu Yu Cheung.

The terms of reference of the Remuneration Committee are posted
on the Company’s website. The principal functions include:

- to recommend to the Board on the Company’s policies and
structure for the remuneration of the Directors and senior
management of the Group;

- to determine the remuneration packages of all Executive
Directors and senior management of the Group;

- to review and approve the management’s remuneration

proposals with reference to corporate goals and objectives
resolved by the Board from time to time.
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The principal elements of executive remuneration package include
basic salary, discretionary bonus and share option. The emoluments
of Executive Directors are based on skill, knowledge and involvement
in the Company’s affairs of each Director and are determined by
reference to the Company’s performance and profitability, as well
as remuneration benchmark the industry and the prevailing market
conditions.

During the year, a meeting with 100% attendance of the
Remuneration Committee’s members at that time was duly held for
reviewing the remuneration policy and structure and determination of
the annual remuneration packages of the Executive Directors and the
senior executives and other related matters.

Pursuant to paragraph B.1.5 of Code, the remuneration of the
members of the senior management by band for the year ended 31
December 2020 is set out below:
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No. of individuals

Remuneration band SR AE
HK$500,001-HK$1,000,000 500,0018 7T & 1,000,000/ 7T 1
NOMINATION COMMITTEE REEBS

The Nomination Committee of the Company was established in March AR BIZIRZEE SR _E——F = AR ' B
2012 comprising the three Independent Non-executive Directors ~ =AIJB 3 3FHITE S M —IFMITE SN © O 5
and one Non-executive Director, namely, Mr. Chan Chiu Hung, Alex — ABREIEE(EFE) « ZmstE L - EEELER

(Chairman), Dr. Leung Ka Kit, Mr. William Keith Jacobsen and Mr. Yiu
Yu Cheung. The terms of reference of the Nomination Committee are
posted on the Company’s website.

The roles and functions the Nomination Committee include reviewing
the structure, size and composition of the Board, identifying
individuals suitably qualified to become Directors, selecting or making
recommendations to the Board on nominations, appointment or
reappointment of Directors and Board succession, and assessing the
independence of the independent non-executive directors.

During the year, a meeting with 100% attendance of the Nomination
Committee’s members at that time was duly held for reviewing the
structure, size and composition, and assessing the independence of
the independent non-executive directors of the board of directors.
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AUDIT COMMITTEE

The Audit Committee was established in April 2000. It comprises
three Independent Non-executive Directors, namely Mr. Chan Chiu
Hung, Alex (Chairman), Dr. Leung Ka Kit, Mr. William Keith Jacobsen,
and one Non-executive Director, namely, Mr. Yiu Yu Cheung.

The terms of reference of the Audit Committee, which are in
compliance with the Listing Rules, are posted on the Company’s
website. Under the terms of reference, the Audit Committee is
mainly responsible for making recommendations to the Board on the
appointment, re-appointment and removal of the external auditor
and to approve the remuneration and terms of engagement of the
external auditor, and any questions of resignation or dismissal of such
auditor; overseeing the Group's financial report, internal control and
risk management systems.

The Audit Committee held two meetings in 2020. All Committee
Members at that time attended the two meetings.

During the year, the Audit Committee met with senior management
to review the Group’s draft annual report and accounts, half-yearly
report, internal audit report, risk assessment report and circulars, and
provided advice and comments thereon to the Company’s Board of
Directors. The Audit Committee members met with external auditors
to discuss matters arising from the audit. The Audit Committee also
discussed with the external auditor the nature and scope of the audit
and reporting obligations before the audit commenced.

The Group’s 2020 interim report and 2020 annual report have been
reviewed by the Audit Committee, which was of the opinion that such
reports were prepared in accordance with the applicable accounting
standards and requirements. For the 2020 annual report, the Audit
Committee met with the external auditor to discuss auditing, internal
control, statutory compliance and financial reporting matters before
recommending it to the Board for approval. The Audit Committee
also monitored the Company’s progress in implementing the code
provisions on corporate governance practices as required under the
Listing Rules.
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AUDITOR’S REMUNERATION

The fees in relation to the audit service provided by BDO Limited, the
external auditor of the Company, for the year ended 31 December
2020 amounted to HK$500,000 (2019: HK$500,000), and those in
relation to non-audit services was HK$70,000 (2019: HK$100,000).

COMMUNICATIONS WITH SHAREHOLDERS

The Company has adopted a Shareholders’ Communication Policy in
March 2012 reflecting mostly the current practices of the Company
for communication with its shareholders. Information will be
communicated to shareholders through:

- continuous disclosure to the Stock Exchange of all material
information;

- periodic disclosure through the annual and interim reports;

- notices of meetings and explanatory material;

- the annual general meetings and other general meetings; and

the Company’s website at www.kk-culture.com

The Board endeavours to maintain an on-going dialogue with
shareholders and in particular, use annual general meetings or other
general meetings to communicate with shareholders and encourage
their participation. Most of the Board members including the
executive Director attended the annual general meeting held in 2020
to answer questions and collect views of shareholders, if any. The
chairmen of the audit and nomination committees and the external
auditor also attended the annual general meeting to answer questions
of shareholders.
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SHAREHOLDERS' RIGHTS

()

Procedures for members to convene a special
general meeting ("SGM")

Shareholders holding at the date of deposit of the requisition
not less than one-tenth of the paid-up capital of the Company
carrying the right of voting at general meetings of the Company
shall at all times have the right, by written requisition sent to
the Company'’s registered office in Bermuda and its principal
place of business in Hong Kong, for the attention of the
Company Secretary, to require a SGM to be called by the
Board for the transaction of any business specified in such
requisition; and such meeting shall be held within two months
after the deposit of such requisition. If within twenty-one
days of such deposit the Board fails to proceed to convene
such meeting, the shareholders concerned themselves may
do so in accordance with the provisions of Section 74(3) of
the Companies Act, but any meeting so convened shall not
be held after the expiration of three months from the date of
deposit of the requisition.

The written requisition must state the purposes of the general
meeting, signed by the shareholders concerned and may
consist of several documents in like form, each signed by one
or more of those shareholders.

If the requisition is in order, the Company Secretary will ask
the Board to convene a SGM by serving sufficient notice
in accordance with the statutory requirements to all the
registered members. On the contrary, if the requisition is
invalid, the shareholders concerned will be advised of this
outcome and accordingly, a SGM will not be convened as
requested.
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The notice period to be given to all the registered members
for consideration of the proposal raised by the shareholders
concerned at SGM varies according to the nature of the
proposal, as follows:

- at least twenty-one clear days’ and not less than ten
clear business days’ notice in writing if the proposal
constitutes a special resolution of the Company,
which cannot be amended other than a mere clerical
amendment to correct a patent error; and

- at least fourteen clear days’ and not less than ten
clear business days’ notice in writing if the proposal
constitutes an ordinary resolution of the Company.

Procedures for a member to propose a person for
election as a director

As regards the procedures for proposing a person for election
as a Director, please refer to the procedures made available
under the Corporate Governance section of the Company’s
website at www.kk-culture.com.

Procedures for directing shareholders’ enquiries to
the Board

Shareholders may at any time send their enquiries and
concerns to the Board in writing to the principal place of
business of the Company in Hong Kong or by e-mail to
info@kk-culture.com for the attention of the Company
Secretary.
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(iv)
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Procedures for putting forward proposals at a
general meeting

Shareholders holding (i) not less than one-twentieth of the
total voting rights of all shareholders having the right to vote
at the general meeting of the Company; or (ii) not less than
100 shareholders, can submit a written request stating the
resolution intended to be moved at the AGM; or a statement
of not more than 1,000 words with respect to the matter
referred to in any proposed resolution or the business to be
dealt with at a particular general meeting.

The written request/statements must be signed by the
shareholders concern and deposited at the Company’s
registered office in Bermuda and its principal place of business
in Hong Kong for the attention of the Company Secretary of
the Company, not less than six weeks before the AGM in the
case of a requisition requiring notice of a resolution and not
less than one week before the general meeting in the case of
any other requisition.

If the written request is in order, the Company Secretary will ask
the Board (i) to include the resolution in the agenda for the
AGM,; or (i) to circulate the statement for the general meeting,
provided that the shareholders concerned have deposited a
sum of money reasonably determined by the Board sufficient
to meet the Company’s expenses in serving the notice of
the resolution and/or circulating the statement submitted by
the shareholders concerned in accordance with the statutory
requirements to all the registered members. On the contrary,
if the requisition is invalid or the shareholders concerned have
failed to deposit sufficient money to meet the Company’s
expenses for the said purposes, the shareholders concerned
will be advised of this outcome and accordingly, the proposed
resolution will not be included in the agenda for the AGM; or
the statement will not be circulated for the general meeting.
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CONSTITUTIONAL DOCUMENTS

There are no changes in the constitutional documents of the
Company during the year.

DIVIDEND POLICY

The Company is committed to sharing the results with Shareholders
while striking a balance of continuous development of its business.
Given the current financial condition, the possible financial resources
needed for business development, the Company does not have a
concrete dividend policy. It will be disclosed in later annual report
when such condition exists.
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R HEREAERS

INTRODUCTION

KK Culture Holdings Limited (the “Company”, together with its
subsidiaries, the “Group”) is principally engaged in the provision of
advertising agency services through paper media and digital media
and is committed to maintaining its strong position as a leading
advertising agency service provider in Hong Kong and the People’s

Republic of China (the “PRC").

This Environmental, Social and Governance Report (the “ESG Report”)
summarises the environmental, social and governance (“ESG")
initiatives, plans and performances of the Group and demonstrates its
commitment to sustainable development.

The ESG Governance Structure

The Group adopts a top-down approach for the following
sustainability strategies:

To achieve environmental sustainability

To respect human rights and social culture
To engage with stakeholders

To support our employees

vk N =

To sustain local communities

The Board of Directors (the “Board”) oversees and sets out ESG
strategies for the Group. The Board is also responsible for ensuring
the effectiveness of the Group’s risk management and internal
controls.

The Group has assigned personnel to systematically identify and cater
to ESG issues. The said personnel are responsible for collecting and
analysing relevant ESG data and identifying the Group’s ESG issues.
In addition, the said personnel periodically report to the Board for the
evaluation and subsequent implementation or revision of the Group’s
ESG strategies.

REPORTING SCOPE

The ESG Report covers the Group’s business activities of the
advertising segment in Hong Kong where its principal business
operations are located. Information and ESG key performance
indicator (“KPI"”) data of the advertising segment that are under the
Group's direct operational control are gathered and reported in this
ESG Report.
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REPORTING FRAMEWORK

The ESG Report has been prepared in accordance with the
Environmental, Social and Governance Reporting Guide (the “ESG
Reporting Guide”) as set out in Appendix 27 of the Rules (the “Listing
Rules”) Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).

Information relating to the Group’s corporate governance practices
can be found in the Corporate Governance Report on pages 32 to 45
of the Annual Report 2020.

REPORTING PERIOD

The ESG Report specifies the ESG activities, challenges and measures
taken by the Group during the financial year ended 31 December
2020 (“FY2020").

STAKEHOLDER ENGAGEMENT

The Group values its stakeholders and their feedback regarding the
Group's businesses and ESG aspects. The Group maintains close
communication with its key stakeholders, including but not limited
to, the Stock Exchange, government and regulatory authorities,
shareholders and investors, employees, customers, suppliers, media
and the public and the community.

Stakeholders’ expectations have been taken into consideration by
utilising diversified engagement methods as shown below:

Stakeholders Engagement Methods
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Expectations

HE

The Stock Exchange e The Stock Exchange website e Compliance with Listing Rules and
B3 P Bi A2 AL other relevant Ordinances
e Written or electronic correspondences P _ETAR B R H A A 4451
EEHE @A
Government and e Routine reports e Compliance with local laws and
regulatory authorities PlITERE regulations
BAREE#E e Written or electronic correspondences BTEMEARERAR
EME TR e Stability in business operations
e Visits and government inspections B EREM
HRRERERTmE e Support for local economic growth
XIFEHLEIL R
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Stakeholders Engagement Methods Expectations

& 28ARN e

Shareholders and investors General meeting and other shareholder Sustainable profitability

BRERRBEE meetings FERTEE
REXE REMBRRAE e Shareholder return
e Annual and interim reports Bk
FRR P RS e Corporate governance
e Announcements and circulars hEER
NEREEK e Business compliance
e Company website EBER
NGIEER
Employees e Training, seminars, and briefing e Remuneration, compensation and
-1 B e RERE benefits
e Employee suggestion boxes - FEAER
EEERME e Fair and competitive employment
e Emails NEREBRFNOERER
BH e Safe working environment
e Regular general meetings Z2 TIEIRE
TEHREEE e Career development
* Internal memos BEEHR
Customers e Customer service hotline and email e Rapid response and customer
BF P RERHGERER satisfaction
o Site visits MEEERE P MER
EHRR e High-quality services
=& R
e Labour protection and work safety
BITRENIIEZS
Suppliers e Site visits e Fair and open procurement
e EHR R NERAFHE
e Engagement and cooperation e Sustainable relationship
2HEREE AT ERAR

e Business meetings and discussion
Bl S
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Stakeholders Engagement Methods
BoE 2HEN

Media and the public e ESG Report
HERAR BB g RERRS

e Newsletters on company website
AR FEmEE

e Reports and announcements
#&ﬂ:&f\/_‘t

BiE #HERERKRSE

Expectations

e

e Transparency of ESG issues and
financial disclosure

Community e Community activities
#HE HEREE
e Employee voluntary activities
EEEFEE

e Community welfare subsidies
BB

e Charitable donations
HERE

RIB - e MEVARBA KRB IR TR
FERE
e Legal compliance
EREEH
e Corporate governance
% B /|:|
e Active participation to worthy causes
ERSEER
e Community development
= ER

The Group endeavours to actively listen to and collaborate with its
stakeholders to ensure that their opinions can be voiced out through
a proper communication channel. In the long run, the stakeholders’
contribution will aid the Group in improving potentially overlooked
ESG performances and sustaining the success of the Group’s business
in the challenging market.

MATERIALITY ASSESSMENT

To ensure that the disclosures in this ESG Report reflect the Group's
effort on sustainability issues, a materiality assessment has been
conducted to identify ESG issues that are deemed to be material
to different stakeholders. The Board and management responsible
for key functions of the Group have participated in the preparation
of the ESG Report. They have assisted the Group in reviewing its
operations, identifying key ESG issues and assessing its importance to
its businesses and stakeholders.
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RIR  HERERBKS

The Group compiled a questionnaire according to the identified
material ESG aspects and asked various groups of stakeholders to
complete the said questionnaire in order to fully reflect different
stakeholders’ opinions. The outcome of the materiality assessment is
presented in the form of a materiality matrix and is shown below:

Materiality Matrix

AEBRBEBRINENRE L@ REARER
H-PERE  WEREFHNEFREAR LA
% URDRBIFERNDENER - EBRMEHE
RUBEMEENTEAZI - ITEFR

EERMER
Data Privacy Protection
c . BRALERE
ommunity
Participation
Custoger:SaisEction = o— Anti-corruption
BEEmEE =
Greenhouse Gas (“GHG") Emissions ® ®
BERME (DRERE]) FK .—‘ o— Protection of Intellectual
Property (“IP*) Rights
Recruitment, Promotion and Development and Training AR ([MHEE])
Remuneration R R IRAEREF
1REE - B F R
I_. Supply Chain Management o— Prevention of Child and
Mg ER Forced Labour
N 1
Other Benefits and Welfare ByALE T RBHIS T

HWRHD &R SORR P ERE

HAbfFid KR _‘ Indoor Air Quality
ENERER
Waste Management
BEYER Health and Safety
- ji=eaibaes
Energy Efficiency
REIRAE Water Consumption
FKE

LEVEL OF INFLUENCE ON STAKEHOLDERS’ ASSESSMENTS & DECISIONS

Equal Opportunities, Diversity
and Anti-discrimination

FERE  ZUERRER

LEVEL OF SIGNIFICANCE OF ECONOMIC, ENVIRONMENTAL & SOCIAL IMPACTS
BWIEE  BEAMLENEEEE

For FY2020, the Group confirmed that it has established appropriate
and effective management policies and internal control systems
for ESG issues and confirmed that the disclosed contents are in
compliance with the requirements of the ESG Reporting Guide.

CONTACT US

The Group welcomes stakeholders to provide their opinions and
suggestions. You can provide valuable advice in respect of the ESG
Report or the Group’s performances in sustainable development by
writing to 44/F, Office Tower, Convention Plaza, 1 Harbour Road,
Wan Chai, Hong Kong.
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A. ENVIRONMENTAL

A1.

Emissions

Environmental protection and sustainable development
rely on concerted efforts from all industries and
society. The Group is committed to enhancing its
service quality and expanding its business while not
sacrificing the environment. Therefore, the Group
strives to integrate environmental sustainability into its
business operations, green measures are described in
the following section of “Aspect A — Environmental”.

Due to the Group’s office-based business nature, the
Group does not cause a significant impact on the
environment. The Group nevertheless continuously
improves existing policies and incorporates new policies
to mitigate potential direct and indirect negative
environmental impacts arising from its business
operations.

During FY2020, the Group strictly complied with local
environmental laws and regulations and was not
aware of any material non-compliance with laws and
regulations that would have a significant impact on
the Group including but not limited to Waste Disposal
Ordinance of Hong Kong.

Air Emissions

As the Group’s core business activity is the provision of
advertising agency services, the Group considers that
air emissions generated were of an insignificant level
during FY2020.

GHG Emissions

The principal GHG emissions of the Group were
generated from petrol consumption of vehicles (Scope
1), purchased electricity (Scope 2) and paper waste
disposal (Scope 3).

Scope 1 - Direct GHG emissions

The Group has adopted the following measures to
mitigate direct GHG emissions from petrol consumption
by vehicles in its operations:

A. RIE
A1l.

BRI

RERENAFERRABNET
ERHEgamARS N - AEEHS
ETBUERENART - BIARS
BEREBERER - Bt - A% HE
HOBREANHERRAAELE
B BRREREN T EEA—IR
B—#he

HRARENEBEELAERRE
BER/T  ARETEHIRFENK
ERTE - A - NEBETESGE
BABRLAHAFTBER - DUREE
EBEEMELNEEER MEE
BEREFE -

RIZ_ZFUBFE - AEBEK
RETEWRTERIER » LT
METMEAREEREAZEDN
ERERBR  BRETRNES
FEY) 5 B {5 AD) o

R
PR A L 1 S ) R
B RBRE - SAKER AR
FoEEUREREFELORES
HEATFEA -

BERBHEN
AEEMRERBFREIZRE T
BREMANUR(HLE)  INBES
(HE2) MEMERE (HE3) -

BE1-EEBEREHH

REB RN T IR ER
BERRRERM UMM B TR

R Z=SRES -

TETEFR KK ULERBRAR

o



o2

o Plan routes ahead of time to avoid route
repetition and optimise fuel consumption;

o Switch off the engine whenever the vehicle is
idling; and
o Regularly service vehicles to ensure optimal

engine performance and fuel use.

Scope 2 - Energy Indirect GHG Emissions

Electricity consumption accounted for the largest
percentage of GHG emissions within the Group. The
Group has implemented measures to reduce energy
consumption, said measures are mentioned in “Aspect
A2 — Use of Resources”.

Scope 3 - Other Indirect GHG Emissions

Paper waste disposal accounted for the other indirect
GHG emissions. Measures implemented to reduce
disposal can be found in the section headed “Non-
hazardous Waste Management”.

A direct comparison between total GHG emissions of
FY2019 and FY2020 cannot be made as the reported
electricity usage only covered the Group’s usage from
January to April 2020. The electricity usage and its
related costs were included in the newly-arranged
tenancy agreement starting from May 2020. Therefore,
a breakdown on the electricity usage of the latter
period was not available. The Group shall disclose the
electricity usage when such breakdown is available.
In the future, the Group will continue to monitor and
look for new initiatives to manage its GHG emissions.
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Summary of GHG emissions performances and its

R -HE8RER

wE

RERBHNRAMEREZE

intensity:
Indicator’ Unit? FY2020 FY2019
—E=FE —TNF

BE By’ MREE MEFE

Scope 1 — Direct GHG Emissions

HEN-EHRREREEEN

e Petrol consumption tCO e 4.57 6.10
FUMFERE —sieiEs

Scope 2 — Energy Indirect GHG Emissions

#HE2 - RAEE R E RN

e Purchased electricity tCO,e 9.84° 87.14
SNEBE WS LR E 8

Scope 3 — Other Indirect GHG Emissions? tCO,e - 4.38

#E3— HibRE R ERmEHRe WE — SR E 8

e Electricity used for processing fresh water and
sewage - -
BRIEMK 5K AES

e Paper waste disposal - 4.38
EREE

Total GHG Emissions tCO,e 14.41 97.62

RERBEINEE WS LR E 8

Intensity* tCO,e/employee 0.66 1.95

BE W SR EEEE

Notes: Bi3E

1. GHG emissions data is presented in terms of carbon 1. k= (774

dioxide equivalent and is based on, but not limited
to, “The Greenhouse Gas Protocol: A Corporate
issued by the
World Resources Institute and the World Business
Council for Sustainable Development, “How to

Accounting and Reporting Standards”

prepare an ESG Report — Appendix 2: Reporting
Guidance on Environmental KPIs” issued by the Stock
Exchange, the “Global Warming Potential Values”
from the IPCC Fifth Assessment Report, 2014 (AR5)
and the HK Electric Investments Sustainability Report

2019 published by the HK Electric.

2. tCO,e is defined as tonnes of carbon dioxide

equivalent.
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3. Figure only included the electricity usage from January
to April 2020, as the electricity usage and its related
costs were included in the newly-arranged tenancy
agreement starting from May 2020.

4. As at 31 December 2020, the Group had 22 full-time
employees (2019: 50). This data has also been used
for calculating other intensity data.

Discharges into Water and Land

Due to the Group's business nature, the discharges
into land were insignificant. Similarly, discharges into
water were insignificant; sewage discharge is covered
by the water bill.

Waste Management
Hazardous Waste Management

Due to the Group’s advertising business nature, no
material hazardous waste was generated by the Group
during FY2020.

Non-hazardous Waste Management

Non-hazardous waste generated by an office-based
operation would mainly be office paper. During
FY2020, the Group did not produce a disproportional
amount of waste. The Group continues to place great
effort in educating its employees on the importance
of reducing waste production and has adopted the
following environmentally friendly initiatives to enhance
its performance.

Green measures include but not limited to the
following:

o Designate a paper recycling bin for the
collection of used single-sided office paper;

o Recycle office paper, including those that are to
be shredded;
o Print electronic correspondences only when

necessary; and
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o Recycle office and electronic equipment after
their life cycle.

Office paper disposal accounted for the total non-
hazardous waste disposal amount. However, the
total non-hazardous waste disposal amount was
not available as the office paper disposal amount
could not be determined. This was because the said
disposal amount was calculated under the assumption
that it is equal to the amount of paper purchased.
However, since the procurement of paper and its
related costs were covered by the tenancy agreement,
the breakdown of the amount purchased was not
available. The Group shall consider alternative methods
to account for the non-hazardous waste amount in the
future. Nevertheless, employees’ awareness of reducing
the generation and disposal of non-hazardous waste
has been increased through the implementation of the
above-mentioned measures.

Summary of major non-hazardous waste disposal
performance and its intensity:

R -HE8RER

wE

. RFREREFREERE
ﬁﬁ&%Z@%°

MAERABREEERREETEVE

BEBE - A - BREEBREHRA
ERENEESE  AUEIETE
EEVEERE BALILESE
ERBEENEEREHENBRR
H oA AR R AR
KA ABERZ - HoRaER M
FESENRMA AEBSREE
ERBEMAETEEEREDH
B Am BAERLRERE B
EREERLVEERESEEED
BB ©

TEETEVHNRRMELET
=3

Category of waste Unit FY2020 FY2019
=SS —he

EE SRR By MREE MEE

Total non-hazardous waste

BEEDEE

e Office paper Tonnes - 0.91

MAERR 7
Intensity Tonnes/employee - 0.018
BE Ly

Use of Resources

The Group takes the initiative to introduce green
measures to reduce environmental impact arising from
its business operations. Measures on reducing office
paper waste are mentioned in the preceding “Waste
Management” section.

A2,

ERER
A& E F B) 5| ARIRIE HE AR
¥BEBEEYRENTE - BRI
PMRAEREANE IR EX EYE
B |—fFf e

m S )Iﬂi

TETEFR KK ULERBRAR

05



o6

Energy Efficiency

The Group has implemented policies to better govern
the use of resources. However, given the Group's
office-based business nature, the variety of applicable
green measures is limited. Nevertheless, the Group
strives to further reduce energy consumption by
adopting the following energy-saving measures:

o Adopt natural lighting design for the office to
reduce excess usage of artificial lighting;

o Switch off all idle appliances and unnecessary
lightings upon leaving the office;

o Purchase equipment with high energy efficiency
on the replacement of old equipment; and

o Post eye-catching reminders near lights switches
and electrical appliances as a reminder to
employees.

Anomaly in electricity consumption will be investigated
to find out the root cause and preventive measures
will be taken. Through the implementation of the
above-mentioned measures, employees’ awareness of
reducing electricity usage has increased.

A direct comparison between the total energy
consumption of FY2019 and FY2020 cannot be made as
the reported electricity usage only covered the Group’s
usage from January to April 2020. The electricity
usage and its related costs were included in the newly-
arranged tenancy agreement starting from May 2020.
Therefore, a breakdown on the electricity usage of the
latter period was not available. The Group shall disclose
the electricity usage when such breakdown is available.
In the future, the Group will continue to monitor
and look for new initiatives to manage its energy
consumption.

KK Culture Holdings Limited Annual Report 2020

Environmental, Social and Governance Report
RIE HERERBERS

RER X 3
AEBCERBRAE I HEEE
IREVEEF o 2AT - BP0 AN 5 B DA
REEEREIMERMLLE - EAM
RREREEAR - BEWOL - &
SEIREUATEigERE i - BN
*///Jﬁtyﬁg/ \/IéJ%% :

. AERAERAAEARE
i R BREFAALRA

o B AERBRENENS
BERTBEMERE

. BREXRBREBEREREEX
=HRRME &

. FERE YRR & BAEMT TR AL
B2 B Mie ~eEEES

Kﬁl HAEEEEBERETH
T RERARE - WEHETER
E BAEELNEE BiREE
SRLVAENEH -

\

HRBREHWAEEERELEE
RZZEZTF-—HAEMANRER
HRE  EFERLEB T -NF
MRFER_Z_ZFHPBRFEN
Hb/ﬁ/ﬁf%%@i BE-ZT-FFAHAH
£ AEEREBBEKRATATE
HEEE B - Bt - AEEAREE

Hiz AR ESHM - AEE KB
%T%%ﬁaﬁﬁ R - KEE
B R LS R RA SRR
%ﬁ%ﬁ°



Environmental, Social and Governance Report

Summary of energy consumption performances and its

R -HE8RER

wE

BREFHRRAGRZRETE ¢

intensity:
Type of energy Unit FY2020 FY2019
—BRIBRE | CT-NF

BEJR AR Y B MREE MEFE

Total Energy Consumption kWh 28,809.23 | 131,073.15

BEIREREE T B

e Petrol 16,666.23 22,145.15
b

e Electricity 12,143.00°| 108,928.00
BN

Intensity kWh/employee 1,309.51 2,621.46

=E TRE &E

Note: Mzt -

5. Figure only included the electricity usage from January 5. BRERREE_E-_TF—AEN

to April 2020. As the electricity usage and its related
costs were included in the newly-arranged tenancy
agreement starting from May 2020.

Water Consumption

Water usage was only confined to water used by
employees at the office. Water consumption data was
not available since water usage was covered in the
tenancy fee.

Apart from posting banners around the office to
actively promote the importance of water conservation
to its employees, the Group also regularly inspects
water taps and promptly reports leakage, installs
dual flush water cistern in toilets and water-saving
thimble in sinks in washrooms where possible. Through
the implementation of said water-saving measures,
employees’ awareness of water conservation has been
increased.

Due to the Group's business nature, the Group did not
encounter any problem in sourcing water that is fit for
purpose.
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RIE - -#HE8RER

A3.

wE

Use of Packaging Material

Due to the Group’s business nature, the use of
packaging material is not considered as a material ESG
issue to the Group.

The Environment and Natural Resources

Although the core business of the Group has a limited
impact on the environment and natural resources,
as an ongoing commitment to good corporate social
responsibility, the Group realises its responsibility in
minimising any negative environmental impacts in
its business operations. The Group regularly assesses
the environmental risks of its business and adopts
preventive measures to reduce the risks and ensures
compliance with relevant laws and regulations.

Indoor Air Quality

Indoor air quality is regularly monitored and measured.
During FY2020, the indoor air quality of the Group’s
office has been satisfactory. To improve indoor air
quality, air purifying equipment and pot plants have
been placed in the office and the air conditioning
system is cleaned periodically. These measures resulted
in maintaining indoor air quality at a satisfactory level
by filtering out pollutants, contaminants and dust
particles.

B. SOCIAL

B1.

Employment

Employees are an important asset to the Group. The
Group recognises that employees’ contribution and
dedication is of paramount importance to the Group’s
sustainable business development. Therefore, the
Group strives to protect its employees via establishing
comprehensive employment policies.
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Relevant employment policies are formally documented
in the Staff Handbook, covering recruitment and
remuneration, compensations, working hours and
rest periods, diversity and equal opportunities,
etc. The Group periodically reviews these policies
and employment practices to ensure continuous
improvement of its employment standards and
competitiveness against companies of the similar
industry.

During FY2020, the Group was not aware of any
material non-compliance with employment-related
laws and regulations that would have a significant
impact on the Group, including but not limited to
the Employment Ordinance, the Sex Discrimination
Ordinance, and the Employees’ Compensation
Ordinance of Hong Kong.

As at 31 December 2020, the Group had 22 full-time
employees, all of which are located in Hong Kong.
Approximately 45% of the employees were male and
55% were female.

The breakdown of employees according to age and
employee category are as follows:

BRI HEeRER/RKS
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Employee by Age Group

RFREDINES
1 2
4
5
10
M 18-25 years old B 26-35 years old B 36-45 years old
18Z255% 26ZE355% 36E455%
M 46-55 years old M 56-65 years old
46Z555% 56 %655

Employee by Category
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1
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M Senior Management B Management
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Recruitment, Promotion, and Remuneration

Talent acquisition is vital to the sustainable
development of the Group’s business. The Group
is committed to promoting equal opportunities and
diversity in recruitment. Employees are recruited via a
robust, transparent and fair recruitment process based
on their merits and their potential to fulfil the Group's
current and future needs.

The provision of compensation and benefits plays a
critical role in the ability to attract, retain and motivate
the Group's workforce. The Group offers a wide variety
of leave entitlements for different circumstances such as
maternity leave, paternity leave, marriage leave, study
leave, compassionate leave, and compensation leave.

The Group periodically assesses the performance of
the employees and evaluates their current salaries,
bonus and promotion opportunities. The Group also
gives preference to internal promotion to encourage
consistent contribution and effort.

Equal Opportunities, Diversity, and Anti-
discrimination

Sustainable growth of the Group relies on the diversity
of talents and the provision of equal opportunities. The
Group endeavours to hire people based on experience
and expertise and make decisions independent of
race, creed, national origin, ancestry, sex, marital
status, disability, religious or political affiliation, age
or sexual orientation. It is of the Group’s firm belief
that all employees should have the right to work in
an environment free of discrimination, harassment,
victimisation, and vilification. Therefore, the Group is
committed to creating and maintaining an inclusive
and collaborative workplace culture. In addition, the
Group emphatically states its zero-tolerance stance on
any aforementioned behaviours in the workplace.
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Working Hours and Rest Periods

The Group has formulated policies in determining
the working hours and rest periods for employees
following local employment laws.

Compensation and Dismissal

All employees are covered under the Employees’
Compensation Ordinance of Hong Kong upon
joining the Group. The statute provides protection to
employees who sustain personal injury by accident or
disease arising out of the course of employment.

Unreasonable dismissal under any circumstances
is strictly prohibited, dismissal would be based on
reasonable and lawful grounds supported by internal
policies of the Group.

Other Benefits and Welfare

The Group understands that good benefits and welfare
encourages retention and fosters a sense of belonging.
Therefore, the Group actively seeks to introduce
additional benefits and welfare where possible. Save
for the aforementioned entitlement to various leaves,
the employees are also entitled to benefits such as
medical insurance, annual medical check-up, and other
clinical benefits. Other allowances are also available
to employees, including but not limited to meal
allowance, travel allowance, education sponsorship,
dental consultation, door lock allowance, medical
allowance, and marriage gift.

During FY2020, the Group has organised recreational
activities such as annual dinner and regular gatherings
to boost the sense of belonging of the employees and
promote the importance of work-life balance.
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B2.

B3.

Health and Safety

During FY2020, the Group was not aware of any
material non-compliance with health and safety-related
laws and regulations that would have a significant
impact on the Group, including but not limited to the
Occupational Safety and Health Ordinance. In FY2020,
there were no work-related fatalities and lost days
due to work injury reported in the Group. The Group
shall continue to provide a safe and healthy work
environment for the employees.

The Group places a high priority on providing
employees with a safe and healthy working
environment. Although health and safety measures that
are applicable to an office-based business operation
is limited, the Group is nevertheless committed to
safeguarding the wellbeing of all employees. Relevant
policies are included in the Staff Handbook. Working
arrangement during typhoon and rainstorm has been
clearly specified by the Group to avoid any confusion
which might lead to safety issue. Fire extinguishers
are strategically placed and fire exits are free from
obstruction; first aid boxes are placed around the
premise.

Response to the Outbreak of COVID-19 Pandemic

The Group places great emphasis on ensuring the
health and safety of its employees. Apart from
strengthening sanitation at the Group’s premises, the
Group has also adopted precautionary measures such
as temperature screening before entering the premises
and providing employees with sufficient epidemic
prevention supplies, including face masks and hand
sanitisers.

Development and Training

Training and continuous development are indispensable
to our staff to keep abreast of the ever-changing trend
in the industry. Therefore, the Group takes a proactive
approach to provide employees with opportunities
to advance their careers. The Group encourages its
employees to apply for internal and external training
courses to refresh prior knowledge. Depending on
the relevance of the course to be partaken, 50% to
70% reimbursement of the chosen course fees will
be granted. Moreover, study leave is provided for
permanent employees who partake in job-related
courses.
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RIE HERERHS

As mentioned in the section “Recruitment, Promotion
and Remuneration”, the Group regularly assesses
employees’ performance. For those employees whose
performance has yet to reach a satisfactory level,
the Group shall provide directed training tailored to
strengthen their skills and knowledge.

Labour Standards

Prevention of Child and Forced Labour

The Group guarantees that no employee will be made
to work against his/her will or be coerced to work.
Recruitment of child labour is strictly prohibited. The
Staff Handbook states that all employees recruited by
the Group should be above 18 years old. Personal data
is collected during the process to assist the selection of
suitable candidates and to verify candidates’ personal
data. The human resources department also ensures
that their identity documents are carefully checked. If
the violation is involved, it will be dealt with in the light
of the circumstances promptly.

During FY2020, the Group was not aware of any
material non-compliance with child and forced
labour-related laws and regulations that would have
a significant impact on the Group, including but not
limited to the Employment Ordinance of Hong Kong.

Supply Chain Management

To incorporate sustainability values into the Group’s
supply chain, the Group has stepped up efforts to
ensure all supply chain management practices have
been implemented strictly in compliance with local
laws and regulations.
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B6.

The Group has a well-regulated, fair and open
tendering and evaluation procedures to select
prospective suppliers. Apart from considering the
offered price, the Group also takes into account the
supplier’s background, qualification, management
model, the provision of quality service, financial health
status, past experience in similar services, fulfilment
of contract, social and environmental compliance and
follow-up services. The Group periodically evaluates
and monitors the performance of its suppliers to ensure
their compliance with service standards, contract
conditions, and quality provisions. Should services fall
below the agreed standard, the cooperation will be
terminated. The Group endeavours to maintain a long-
term relationship with local economies and prioritises
the selection of local over international suppliers
with the intention of lowering the carbon footprint
generated through transportation. During FY2020,
the Group engaged 6 suppliers, all of which were
geographically located in Hong Kong.

Product Responsibility

The Group has in place an extensive quality assurance
process to ensure that the products and services are in
compliance with relevant local laws and regulations.

During FY2020, the Group was not aware of any non-
compliance with laws and regulations concerning
health and safety, advertising, labelling and privacy
matters relating to products and services and methods
of redress that would have a significant impact on
the Group, including but not limited to the Trade
Descriptions Ordinance, the Copyright Ordinance, the
Personal Data (Privacy) Ordinance, and the Prevention
of Child Pornography Ordinance of Hong Kong.
During FY2020, the Group did not receive any cases
of product or service-related complaints, nor was it
subjected to any product recalls.
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Data Privacy Protection

As an advertising media, the Group has established
the Privacy Policy and is available both on the official
website of Recruit and also in the Staff Handbook.
The said policy covers topics such as the handling and
disclosure of confidential information. Unauthorised
access to the Group’s information system is strictly
prohibited. Confidential information is also strictly
monitored to prevent any direct or indirect information
leakage to external parties through any means. The
Group regularly monitors related activities regarding
the protection of data privacy.

Protection of IP Rights

Prevention against potential copyright violation is
of utmost priority in the advertising industry. Before
inserting a copyrighted image on the Group's product,
the Group ensures that consent from the relevant
copyright holder has been obtained.

Additionally, the Group respects IP rights and therefore
is committed to purchasing genuine copyrighted
products such as computer software and firewalls.
Fundamental guidelines are also provided to the
employees to ensure they do not infringe upon any IP
rights such as trademark and copyrights. Disciplinary
or legal actions may be taken against the employee
should he/she be found to be in breach of such rights.

Customer Satisfaction

Feedbacks from customers are welcomed as it is the
key to enhancing our service. Procedures for handling
feedbacks have been set up. Should the Group receive
any complaints, the Group will strive to act immediately
to resolve the issue with effective corrective actions.
In addition, any complaints received are discussed and
reviewed by the management during regular meetings
to prevent re-occurrence.

Due to the Group’s business nature, the Group is not
involved in material labelling and health and safety-
related risks.
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B7.

BS.

Anti-corruption

Solid corporate governance is the bedrock of the
Group's growth and development. The Group has
established an Anti-Corruption Policy in the Staff
Handbook which clearly states the definition of bribery
and corruption, the Group’s zero-tolerance stance and
the responsibilities of its employees. The Group strictly
prohibits its employees from accepting any forms of
gifts and benefits beyond what has been prescribed.

During FY2020, the Group was not aware of any
material non-compliance with the relevant laws and
regulations of bribery, extortion, fraud and money
laundering that would have a significant impact on
the Group, including but not limited to the Prevention
of Bribery Ordinance. During FY2020, there were
no concluded legal cases regarding corrupt practices
brought against the Group or its employees.

The Group encourages its employees to report alleged
malpractices or misconduct through various channels.
The management will take immediate action to
investigate the issue. The Group endeavours to protect
the whistle-blower from common concerns such as
potential retaliation and is assured that their identity as
a whistle-blower will be kept confidential.

Community Investment

Community Participation

The Group is committed to supporting the public by
means of social participation and donation. As part
of shouldering the corporate social responsibility, the
Group has established relevant guidelines to further
encourage its staff to actively engage in community
participation. The Group has future plans to give back
to the society through more active participation in
community programmes, which not only benefit the
society but also nurture a good corporate culture.
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THE ESG REPORTING GUIDE CONTENT INDEX
OF THE STOCK EXCHANGE OF HONG KONG

ERBEXZMAERAANERE - &
ERERBEESIARRLIR

LIMITED

Subject Areas, Aspects, General
Disclosures, and KPIs

TEHAR - BEH —REER
RREAMER

Aspect A1: Emissions

BEA1 : BEHY

General Disclosure

—fRINFE

KPI'A1.1 (“comply or explain”)
B ERIEIRAT ([ NEST R |)

KPI'A1.2 (“comply or explain”)

RRERIERA 2([ NETRARE])

KPI'A1.3 (“comply or explain”)
BB RURIRA1 ([ NP RL AR ])

KPI'A1.4 (“comply or explain”)
BRERUIEIRALA([ BT R |)

KPI'A1.5 (“comply or explain”)
AR ERIEIRAT S ([ TEFRARRE )

KPI'A1.6 (“comply or explain”)
B ESIEIRAL.6([ NESTRRE]D)

Description
Haat

Information on:
BRABERIAZERBIEN - MK R T HEBE
G BEREEERYNESSY
(@) the policies; and
BE: Rk

(b) compliance with relevant laws and

regulations that have a significant impact

on the issuer relating to Exhaust Gas and
GHG emissions, discharges into water
and land, and generation of hazardous
and non-hazardous waste.
BTHBITABEATENMEERER
RO ERS -

The types of emissions and respective
emissions data.

BEn iR R ABRA HE AU

GHG emissions in total (in tonnes) and
intensity.

RERBAINE AN E) RBE -

Total hazardous waste produced (in tonnes)
and intensity.

PREL B ERERMAE CAREETE) &

I =4
Hx e

Total non-hazardous waste produced (in
tonnes) and intensity.
FEEEREREEMESE
HE o

(VAmEET &) &

Description of reduction initiatives and
results achieved.

R EEL BB N PTIEAR

Description of how hazardous and non-
hazardous wastes are handled, reduction
initiatives and results achieved.
Wl ERIRE = MEEERYH A
2RI R PAERCR

RIEE

Section/Declaration

B BH

Emissions

Z35°¢7)

Emissions — GHG Emissions,
Discharges into Water and Land,
Waste Management

PER) — R ZE REEHER » MK
THEVHES - BEEMERE

Emissions — GHG Emissions

e — R = REEBER

Emissions — Waste Management
Not applicable — Explained
HEn — R E
TNER-EfE

Emissions — Waste Management
Not applicable — Explained

e — R E R

NER— B

Emissions — GHG Emissions,
Waste Management

P —REREBBHEN - BEYE
i

Emissions — Waste Management

e — e E IR
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BiR #dE8RERKRS

Subject Areas, Aspects, General
Disclosures, and KPIs

TEHR EFEH —REER
BREARER

Aspect A2: Use of Resources
EEA2 : &RER

General Disclosure
—AH R

KPI'A2.1 (“comply or explain”)
FREDIERA2 A ([ NETRRE]D)

KPI'A2.2 (“comply or explain”)
R ERUERA2. 2([ METRE AR ])

KPI'A2.3 (“comply or explain”)
R ERIEIRA2 3([ TESF AR )

KPI'A2.4 (“comply or explain”)

RRERUERA2A([ M ETRERE])

KPI'A2.5 (“comply or explain”)
BARAERUEIRA2 5 ([ METRE AR ])

Description

S

Policies on the efficient use of resources,
including energy, water and other raw
materials.

ERERAER(BIEER - KREAMEMED)
HIER ©

Direct and/or indirect energy consumption
by type in total and intensity.
RRRE DM EE R KEEEREEER

Water consumption in total and intensity.
BREKERRE o

Description of energy use efficiency initiatives
and results achieved.

W pE IR AR A B R SACR o

Description of whether there is any issue in
sourcing water that is fit for purpose, water
efficiency initiatives and results achieved.
HEASREGE R OR ErI B ERIRERE - ARE
TR AT &I RAAERR -

Total packaging material used for finished
products (in tonnes) and with reference to
per unit produced.

N mATAREMENRE (UEETE) R E
EEBMGE -
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BIR{E M

Use of Resources — Energy
Efficiency
BIRER —RERERE

Use of Resources — Water
Consumption

BIRER—RKBR

Use of Resources — Energy
Efficiency
BIRER —8EIRBR

Use of Resources — Water
Consumption

BIRER— BB

Use of Resources — Use of
Packaging Material

Not applicable — Explained
BRER-BEDEER
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Subject Areas, Aspects, General
Disclosures, and KPIs

TEHR EFEH —REER
BREARER

Aspect A3: The Environment and
Natural Resources
BEA3 : BERRXAER

General Disclosure
—AH R

KPI'A3.1 (“comply or explain”)
BB DIERAS N ([ NETRERE]D)

Aspect B1: Employment
BEB1 : EfE

General Disclosure
—AH =

KPI B1.1 (Recommended Disclosures)

BASRAE IR IRB . (B EE)

BiE #HERERKRSE

Description Section/Declaration

S BB

Policies on minimizing the issuer’s significant ~ The Environment and Natural

impact on the environment and natural Resources

resources. RIERAARER
BIREITAHRERRAE RERKERATE

HER ©

Description of the significant impacts of The Environment and Natural
activities on the environment and natural Resources — Indoor Air Quality
resources and the actions taken to manage  IRBEARER -ZEANTERE=
them.

MR EBHRENRRERNEATE
MEEREERBETENTE -

Information on: Employment
EAF R E - BMEREA  TERE - ER
BRE - FEEE - Zb - RIBRAREM
B RABNEY
(a) the policies; and

B &
(b) compliance with relevant laws and

regulations that have a significant impact

on the issuer relating to compensation

and dismissal, recruitment and

promotion, working hours, rest periods,

equal opportunity, diversity, anti-

discrimination, and other benefits and

welfare.
BTHETABERTENERERER
BRI ERS -
Total workforce by gender, employment Employment
type, age group and geographical region. 2
IR - EFREE - FieAR MR E 5K
EEREE -

TETEFR KK ULERBRAR
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BiR #dE8RERKRS

Subject Areas, Aspects, General
Disclosures, and KPIs
TEHR EFEH —REER
BREARER

Aspect B2: Health and Safety
[BMEB2 : RERZE

General Disclosure
—AH R

KPI B2.1 (Recommended Disclosures)

BASEAE IR IRB2.1 (B EE)

KPI B2.2 (Recommended Disclosures)

BRERIEEB2.2(BEHE)

Aspect B3: Development and
Training

[EEB3 : BEKE

General Disclosure

— %

Description

S

Information on:

BEARELZ 2 TIFRERREEE R R HE

MEE

(a) the policies; and
BE R

(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to providing a safe
working environment and protecting
employees from occupational hazards.
BIHETABEATENEBERER
BRI ERS -

Number and rate of work-related fatalities.

R TIERARMIE T AR L ©

Lost days due to work injury.
RIGHEATIERSE -

Policies on improving employees’ knowledge
and skills for discharging duties at work.
Description of training activities.
BRAETHE B BT TIERE M A N B s Ay
K o #atiEES o
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Subject Areas, Aspects, General
Disclosures, and KPIs
TEHR EFEH —REER
BREARER

Aspect B4: Labour Standards
[ETEB4 : & TAH|

General Disclosure
—AH R

KPI B4.1 (Recommended Disclosures)

BASRAE IR RBA (B EE)

Aspect B5: Supply Chain
Management
[EmEBS : HrEsEER

General Disclosure

—RIKE

KPI B5.1 (Recommended Disclosures)

BASEAE IR RS (BB ER)

Description

S

Information on:
BEAIEE T g HSTH -
(a) the policies; and
BE &
(b) compliance with relevant laws and

regulations that have a significant impact

on the issuer relating to preventing child
and forced labour.
BTHEITABERTENERERR
BRI ER -

Description of measures to review
employment practices to avoid child and
forced labour.

AR T RIS B B hE AR 2 2 T R 5a il
BT

Policies on managing environmental and
social risks of the supply chain.

ERHERNRE LA SRABEEK

Number of suppliers by geographical region.

miEE D HERHE -

Section/Declaration

BB

Labour Standards

BTXA

Labour Standards
4T A

Supply Chain Management
HrEEER

Supply Chain Management
HrEEER
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Subject Areas, Aspects, General
Disclosures, and KPIs

TEHE - B —REER Description Section/Declaration
BREMIEE i =6, B

Aspect B6: Product Responsibility
[EMEB6 : EmMEE

General Disclosure Information on: Product Responsibility
— MR BRI RMERNRBOHREERERZ S - & EmAE

& BRERLBEEARMRIT AN

(a) the policies; and
R K

(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to health and
safety, advertising, labelling and privacy
matters relating to products and services
provided and methods of redress.

ETHEITABEARENERERER

BRI ER -
KPI B6.1 (Recommended Disclosures) — Percentage of total products sold or shipped  Product Responsibility
SR IEIRR6.1 (R ER) subject to recalls for safety and health EmAE
reasons.

Wiz RiEERE MK A=A ER S HEX
BREENEDLL -

KPI B6.2 (Recommended Disclosures)  Number of products and service related Product Responsibility
RS 4ETIEIZR6.2 (BB W ER) complaints received and how they are dealt ~ EmE T
with.

Yo B o % AR TS B R RO BRGR 2R 8 A B
FRIERZ FIGF

KPI B6.3 (Recommended Disclosures)  Description of practices relating to observing  Product Responsibility — Protection

RASRAEIIEIZR6 3(EEWE) and protecting intellectual property rights. of IP Rights

FAB BT RRENBRERNTR - EmBE—REMBER
KPI B6.5 (Recommended Disclosures)  Description of consumer data protection and ~ Product Responsibility — Data
RSRAEIIEIZR6. AR EE) privacy policies, how they are implemented ~ Privacy Protection

and monitored. EmEF-BRLRRE

FHEHEE ERMRERBALBGR - 81T
REDRIRZFER
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Subject Areas, Aspects, General

Disclosures, and KPIs
FTEGE - EH - —REER
BRENIEE

Aspect B7: Anti-corruption
[BMEB7 : RESS

General Disclosure
—AH R

Description

S

Information on:

BRI IERERE - B - BGFROER BN

(a) the policies; and
R R

(b) compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to bribery,
extortion, fraud and money laundering.
BTHEITABERTENERERR
BRI ER -

KPI'B7.1 (Recommended Disclosures)  Number of concluded legal cases regarding

BASRAERIEIRBT 1 (B EE)

corrupt practices brought against the issuer
or its employees during the reporting period
and the outcomes of the cases.

WERPAE BT ASHESRDWEELRS
MBS HRARME B RFLER

Aspect B8: Community Investment

[EEBS : HEIRE

General Disclosure
—AH =

Policies on community engagement to
understand the needs of the communities
where the issuer operates and to ensure

its activities take into consideration the
communities’ interests.

BT B2 ER T REEMEHERTEMN
HREEXBEDEEBILRNROBIR -

Section/Declaration

BB

Anti-corruption
REE

Anti-corruption
R&5

Community Investment
HERE
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Independent Auditor’s Report

BN AR S

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

TEE © +852 2218 8288
{5H : +852 2815 2239

25™ Floor Wing On Centre
111 Connaught Road Central

www.bdo.com.hk

TO THE MEMBERS OF KK CULTURE HOLDINGS LIMITED
(incorporated in Cayman Islands and redomiciled to Bermuda with
limited liability)

OPINION

We have audited the consolidated financial statements of KK Culture
Holdings Limited (the “Company”) and its subsidiaries (together
referred to as the “Group”) set out on pages 81 to 204, which
comprise the consolidated statement of financial position as at 31
December 2020, and the consolidated statement of profit or loss and
other comprehensive income, the consolidated statement of changes
in equity and the consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2020, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs") issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA™)
and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs") issued by the HKICPA. Our responsibilities under
those standards are further described in the “Auditor’s Responsibilities
for the Audit of the Consolidated Financial Statements” section of
our report. We are independent of the Group in accordance with
HKICPA's “Code of Ethics for Professional Accountants” (the “Code”),
and we have fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

KK Culture Holdings Limited Annual Report 2020

Hong Kong

HETHEFR1115

TkRHI2518
KK L ZRER D RRER

(REASHEZMRLREMEBREZFRLA)

=R

AZEEN (AT B &M BB IENESTE
204BKKbERBR AR ERA]) RAKBA
AI(ATHE EEE ) MREMB®RE - WEEH
BHREEERZZE_EF+-A=1+—HNKAEE
BARRKREBEZALFENGABREREMEE
Wk - GRERAEHERNGERSTER - UK
REMBHREMNF(BREEESTECRRE) o

BRRA  RFEFAMBEBRRERERBSFHA
g((&8e quEﬂi’A@J)ﬁﬁﬂEﬁEE’J%fﬁéﬁﬁk#& ZER
(IBEBMBHREER])  BEEMAFHRKR &

SRR T _TF+ - A=1+—HNESHEIRR
REBEZA LFENGAMBRRLEERDR
£ WEERESRRGIINBER T L SRR -

RREMR

BB REE BRI ASMBEMNE SRR
([BEBFER D EITES o EELERT - FAM
WRASEARRE P ZEMB TR E M RE
AEENE T —fE— DR o RIBBH B EETAD
NEEMMNBEESTHANEESFR (TSP L) -
BB E5E - WEBETAETEMERE
BAF - HMEE - BIMFTESNEIREEREN
HEMARKMNE RIRHEER



Independent Auditor’s Report

KEY AUDIT MATTER

Key audit matter is the matters that, in our professional judgement,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in
the context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.

Impairment of loan receivables

Refer to note 23 to the consolidated financial statements and the
Group's significant accounting policies and critical accounting
estimates and judgements set out in note 3.7(b) and 5(ii)

As at 31 December 2020, before taking consideration of impairment,
the Group has loan receivables of HK$13,831,000. There is a
risk that the carrying value of loan receivables is not recoverable.
Management'’s impairment assessment was based on the credit loss
experience, aging of overdue loan receivables, creditors’ financial
position and both the current and forecast general economic
conditions. Management made a provision for impairment of loan
receivables amounting to HK$611,000 as at 31 December 2020.

We have identified impairment assessment of loan receivables as a key
audit matter because the assessment involves significant management
judgement.
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KEY AUDIT MATTER (Continued)
Our response:

Our procedures in relation to management’s impairment assessment
of loan receivables included:

- Obtaining an understanding on how the allowance on loan
receivables is estimated by management and assessing
management’s process in determining the estimated future
cash flows of loan receivables;

- Checking the ageing analysis against repayment terms set
out on loan agreements and subsequent settlements of the
loan receivables to the source documents, including bank
statements;

- Identifying any loan receivables with delay in payments during
the year from the register of loan receivables and evaluating
management'’s assessment of the recoverability of each of
these loan receivables with reference to the status of each of
these individual borrowers and the Group’s debt collection
actions; and

- Assessing the reasonableness of allowance on loan receivables
with reference to the credit history including creditors’ credit
rating reports, delay in payments, subsequent settlements and
ageing analysis of the loan receivables.
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OTHER INFORMATION IN THE ANNUAL REPORT

The directors are responsible for the other information. The other
information comprises the information included in the Group’s annual
report, but does not include the consolidated financial statements and
our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

DIRECTORS" RESPONSIBILITIES FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with
HKFRSs issued by the HKICPA and the disclosure requirements of
the Hong Kong Companies Ordinance, and for such internal control
as the directors determine is necessary to enable the preparation
of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors
either intend to liquidate the Group or to cease operations, or have
no realistic alternative but to do so.

The directors are also responsible for overseeing the Group’s financial
reporting process. The Audit Committee assists the directors in
discharging their responsibilities in this regard.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. This report is made solely to you, as
a body, in accordance with Section 90 of the Bermuda Act 1981, and
for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional skepticism
throughout the audit. We also:

o Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

o Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

o Evaluate the appropriateness of accounting policies used

and the reasonableness of accounting estimates and related
disclosures made by the directors.
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Independent Auditor’s Report

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures
in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may
cause the Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent
the underlying transactions and events in a manner that
achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other

matters, the planned scope and timing of the audit and significant

audit findings, including any significant deficiencies in internal control

that we identify during our audit.

We also provide the Audit Committee with a statement that we have

complied with relevant ethical requirements regarding independence,

and to communicate with them all relationships and other matters

that may reasonably be thought to bear on our independence, and

where applicable, actions taken to eliminate threats or safeguards
applied.
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Independent Auditor’s Report
B % B R

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

BDO Limited
Certified Public Accountants

Au Yiu Kwan
Practising Certificate Number P0O5018

Hong Kong, 30 March 2021
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
meEmkHEMEEKER

For the year ended 31 December 2020
BE—F-_FFf - A=+—HIFE

2020 2019
—B-%F —E-NF
Notes HK$'000 HK$'000
Bt e FHET T
Continuing operations BERSEEK
Turnover EERE 6 20,051 53,193
Direct operating costs BB (11,184) (13,990)
Gross profit EF 8,867 39,203
Other income HABYA 8 6,462 9,011
Selling and distribution costs $HE Mo EA AR (11,349) (20,009)
Administrative expenses 1T F (25,019) (47,755)
Impairment on trade and other B 5 N H A FEUGRIE A K&
receivables and loan receivables, FEWERZRE -
net of reversal R (124) (1,060)
Finance costs VEER 9 (1,262) (1,116)
Loss before income tax from REFELSEEK 2
continuing operations FRETEBIATE R 10 (22,425) (21,726)
Income tax credit Frigtiiie 13 66 271
Loss for the year from continuing REFELSEERE
operations REERIE (22,359) (21,455)
Discontinued operations AR REER
Loss for the year from discontinued REERIEEHES 2
operations REFEE 14 - (14,848)
Loss for the year KREEEE (22,359) (36,303)
Other comprehensive income Hh = mEW s
Item that will not be reclassified to BB T HEEm s BHE -
profit or loss:
Fair value (loss)/gain on equity BEATFEEFARMER
instruments at fair value through a2 AT A2 NFEE
other comprehensive income (E518), Wz (13,887) 13,417
Other comprehensive income for  AEEH 2 MU -
the year, net of tax MR E (13,887) 13,417
Total comprehensive income for REERHEKEHATE
the year (36,246) (22,886)

TTTEER KK ULERBRAR
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

e RkRAMEEKRER

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

Loss for the year attributable to: AT A TEERFEEFIE :

Equity shareholders of the Company — 2K\ Al#Eas it #

Loss for the year from continuing REFEKLLEES 2
operations NEEEE
Loss for the year from discontinued REBRIEREEE 2
operations REFEHE
Loss for the year attributable to equity 7N Bl RS A% R (G 2
shareholders of the Company AEFEHE
Non-controlling interests IR
Profit for the year from continuing REFECEER 2
operations IR A
Loss for the year from discontinued REBRIEREEE
operations NEEEE
Profit/(loss) for the year attributable to  JF3EPEAEZRENE 2
non-controlling interests RNEERF, (EER)
Total comprehensive income DR ATEEEZEKEEEE :

attributable to:
Equity shareholders of the Company ~ ZXA RIEZSARER
Non-controlling interests PR i A

Basic and diluted loss per share BREARBEES

— From continuing operations —REFELEER

— From discontinued operations —RE BRI EERS

— From continuing and discontinued ~ — R BB L XL
operations EARIEE T

KK Culture Holdings Limited Annual Report 2020

Notes
B aE

16(a)

2020 2019
—ECEF —T—NF
HK$'000 HK$'000
FHExT FH&TT
(22,562) (21,455)

- (12,322)

(22,562) (33,777)
203 =

- (2,526)

203 (2,526)
(22,359) (36,303)

(36,449) (20,360)

203 (2,526)

(36,246) (22,886)

(HK5.05 centsi&4ll) | (HK4.80 cents/&{ll)
— | (HK2.76 centsi#fll)

(HK5.05 centsi&fll) | (HK7.56 cents/Afll)



Consolidated Statement of Financial Position

ASSETS AND LIABILITIES

Non-current assets

Property, plant and equipment
Right-of-use assets

Equity instruments at fair value

through other comprehensive income

Current assets

Inventories

Trade receivables

Other receivables, deposits and
prepayments

Tax recoverable

Loan receivables

Cash and cash equivalents

Current liabilities

Contract liabilities

Trade and other payables
Amounts due to a director

Other borrowing

Current portion of lease liabilities
Provision for taxation

Net current assets

Total assets less current liabilities

Non-current liabilities
Non-current portion of lease liabilities

Net assets

BERAHE

FRBEE

M - RE R

FREEE
BRAFBEFAEMEEWZEZ
AT A

REBEE

3

B 5 BB
HAbEUGIR - f2E RIS

QL EEAE
FEWE R
RelkHeFHEEAR

RBRE
BHEE
85 MEMEN TR
N —REFHA
HitfEE
HE & & BNEEL D
IR

REBEEFE

REERRBAE

FRBEE
MEB A2 IFRIHHR D

BEFE

Notes

LSS

17
19

22

24
25

26

23
28

27
29
30
31
32

32

e BB AR R 3R

As at 31 December 2020
R-F=FF+=—H=1+—H

2020 2019
—g-%8F —TNF
HK$"000 HK$'000
FET FAT
248 3,441
4,398 10,712
36,228 50,115
40,874 64,268
20 -
2,358 4,254
11,096 13,142
610 813
13,220 14,051
92,553 100,177
119,857 132,437
1,159 788
14,052 6,661
1,093 1,093
5,818 5,760
957 6,592

- 155
23,079 21,049
96,778 111,388
137,652 175,656
544 2,302
544 2,302
137,108 173,354

TTTEER KK ULERBRAR
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Consolidated Statement of Financial Position

e MR R

As at 31 December 2020
R-F=ZFTFf+=-H=+—H

2020 2019
—B-%F —E-NF
Notes HK$'000 HK$’'000
Bt FET FAET
EQUITY i

Share capital &N 34 89,323 89,323
Reserves G 47,582 84,031

Equity attributable to shareholder A EIIRR B
of the Company 136,905 173,354
Non-controlling interest SRR AR A 39 203 =
Total equity EREE 137,108 173,354

On behalf of the directors

Tsang Hing Bun
EEE

Director

EZE

KK Culture Holdings Limited Annual Report 2020
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Yiu Yu Cheung
BFHA
Director
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Consolidated Statement of Changes in Equity
TmERERBER

For the year ended 31 December 2020
BE—FE-_FTFES - A=+—HIFFEF

Non-
controling
Attributable to equty shareholders of the Company interests  Total equity
ROTEERRERER FohEe  EREE
Employee Investment
Share Share compensation revaluation Merger — Contrbuted  Accumulated
captal premium Tesenie Tesene Tesene surplus Josses Total
B8 &

e &8 BRRE BikR i { #\B e ait
HK$'000 HK$'000 HK$1000 HK$'000 HK$'000 HK$'000 HK$1000 HK$'000 HK$'000 HKS'000
Tén T Thn ThL T ThT Thn ThL T Thn
(Note34)  (Note36@)  (Note36lb)  (Note36(c)  (Note36(d)  (Note 36(e))
(W) (WBel)  (Wseb)  (WBel) (e (Riiele)

Balance at 1 January 2019 REE-NE-R-AuEH 89313 162,310 191 1,85 (13897) 95402 (11321) 193,714 (21801) 171,893
Lapse ofshare options (Note 33 Bl - - (1.991) - - - 1991 - - -
Disposal of subsiares (Note 40) HERER (M) - - - - - - - - U3 u34
Transactions with equity shareholders EREERFRH - - (1.991) - - - 1991 - 2307 U347
Loss for the year KEEER - - - - - - ®,7) 37 (2526) (36,303

Other comprehensive income Afrdake
Change n favalue on equity nstruments RATEEF AE2 AL
atfairvalue through other REIAZATRERS
comprehensive incore - - - 13417 - - - 13417 - 13417

Total comprehensive income KEERENELS
for the year - - - 13417 - - @m) (20360) (2,526) (22,886

Balance at 31 December 2019 HZE-METZA=T-R2EH 8933 162310 = 15213 (B897) 95,402 (145,057) 173,354 = 173,35

TTTEER KK ULERBRAR
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

Non-
controlling
Attributable to equity shareholders of the Company interests  Total equity
KiARERRELRR FERER BEEE
Employee  Investment
Share Share  compensation  revaluation Merger  Contributed  Accumulated
capital premium reserve reserve reserve surplus losses Total
] e
B&  RiteE BRAk Bk afRE  4ABB  ZiMEE ait
HKS'000 HKS'000 HKS'000 HK§'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
T T T Tin T T T Tn T T
(Note34)  (Note36(a)) (Note36()) (Note36(c) (Note36(d) (Note 36(e))
(W30 (W36l (WEsel)  (Wasel)  (Walsel)  (AiE3ele)
Belance at 1 January 2020 RZR-35-F-Ru84 8,33 162,310 15213 (#3.89) 95,402 (145,057) 173,354 173,354
Loss for the year KEEEE - - - - (22562) (22562) m (22.359)
Other comprehensive income Afh2mha
Change in fir value on equity nstuments AT BB A EM2ENEZ
atfairvalue hrough other RETAZATEESS
comprehensive ncorme - (13887) - - - (13,887) - (13,887)
Total comprehensive income KEERTNGES
for the year - (13,887) - - (22562) (36,449) 03 (36,246)
Balance at 31 December 2020 S g8 B 89313 162,310 1,386 (#3.897) 95402 (167,619) 136,905 03 137,108

KK Culture Holdings Limited Annual Report 2020




Consolidated Statement of Cash Flows
HEHERER

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

2020 2019
—E-EF ZE-NF
Notes HK$'000 HK$'000
Bt FHET T
Cash flows from operating REEBZHERE
activities
Loss before tax from continuing REDHELEEB 2
operations FRAT AT (22,425) (21,726)
Loss before tax from discontinued REBRIHEE RS2
operations FRATAE B - (14,848)
(22,425) (36,574)
Adjustments for: K
Amortisation of other intangible EAb R & S
assets - 7,607
Depreciation of property, plant and ME - BERRENE
equipment 17 485 2,949
Depreciation of investment KEMEZIE
properties 18 - 133
Depreciation of right-of-use assets HREEECTE 19 3,435 7,480
Losses on disposals of subsidiaries HEMB AR 2 EE 40 - 8,533
Gain on disposals of investment LEREYE 2 Was
properties 8 - (1,398)
Impairment on trade and other B 5 R H KGRI
receivables and loan receivables, AR EWE R 2 B -
net of reversal kR E 10 124 1,060
Gain on disposals of property, HEWE - BEREEZ
plant and equipment Uz 8 (176) =
Reversal on accrual for staff bonus BEEIfERT B TIEAL 8 (1,919) =
Interest expenses B 9 1,262 2,073
Interest income A BUA 8 (1,262) (1,093)
Operating loss before working capital & & & & E) |« &2 E18
changes (20,476) (9,230)
Increase in inventories FEEM (20) -
Decrease in trade and other receivables, & 5 M H i EKFIE - 2E
deposits and prepayments LA K2 FE AR 7,221 8,950
Increase in contract liabilities B HBEE N 371 176
Increase in trade and other payables &5 N E b - ZIELE hn 9,310 2,611
Decrease in amounts due to B —ERB AR 2
non-controlling interests of a FEPEAR R S B IR
subsidiary - (10,321)
Decrease in amounts due to a director & —RZEERIER - (2,500)
Cash used in operations KEEEFTRE S (3,594) (10,314)
Income taxes refunded BIRFT1EH 114 =
Net cash used in operating activities — AX& 5 HTHIE & F58 (3.480) (10,314)

—EoTEER KK LERERAT S/



Consolidated Statement of Cash Flows

mEHERER

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

Cash flows from investing
activities

Interest received

Payments for license rights

Proceeds from disposals of investment
properties

Repayment from third parties for loan
receivables

Ad(ditions of property, plant and
equipment

Net cash outflow in respect of
disposals of subsidiaries

Net cash generated from/(used in)
investing activities

Cash flows from financing
activities

Proceeds from other borrowings

Interest paid on other borrowings

Repayments of principal portion of
lease liabilities

Interest paid on lease liabilities

Net cash (used in)/generated from
financing activities

Net decrease in cash and cash
equivalents

Cash and cash equivalents at
1 January

Cash and cash equivalents at
31 December

Notes
B aE
REEKCZRERE
BUFIE
LS E - ANEN
HEREYZE TS RIE
F=HEERKRER
NEWME - BB K&
17
HE—ENBARZESRL
et 40

KREZFRT2 (BT ) B L
JFEE

BMEXR - RERE
HiptE EPTSIR
EEMBEEFS
BEMEABEZAS N

ENHEREFS

BEZEE(FTH) Frifss
JHER

RERRESEERBROFE

R—A—BZRERREEE
1HH

Rt-ZA=+t—BzRER
RE%EER
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2020
—p-f
HK$'000
FiBT

600

1,000

(26)

1,574

(1,047)

(4,514)
(157)

(5.718)

(7.624)

100,177

92,553

2019
—EF-NF
HK$'000
FBT

314
(14,909)

10,896

1,000

(107)

(2,809)

14,560
(855)

(9,298)
(607)

3,800

(9,323)

109,500

100,177



GENERAL INFORMATION

KK Culture Holdings Limited (the “Company”) was
incorporated in the Cayman Islands as an exempted company
on 13 March 2000 and redomiciled to Bermuda by way of
de-registration in the Cayman Islands and continuation as an
exempted company under the laws of Bermuda, with limited
liability on 29 January 2003. The address of the Company’s
registered office is Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda and its principal place of business
is 44/F, Office Tower, Convention Plaza, 1 Harbour Road, Wan
Chai, Hong Kong. The Company’s shares are listed on the
Main Board of The Stock Exchange of Hong Kong Limited (the
“SEHK").

The Company acts as an investment holding company and
provides corporate management services. Details of the
activities of its principal subsidiaries are set out in note 39
to the consolidated financial statements. The Company and
its subsidiaries are collectively referred to as the “Group”
hereafter.

The consolidated financial statements for the year ended 31
December 2020 were approved for issue by the board of
directors of the Company (the “Directors”) on 30 March 2021.

SIGNIFICANT EVENTS

The World Health Organisation declared coronavirus disease
("COVID-19") constitutes a global health emergency on
30 January 2020. Since then, the Group has experienced
significant disruption to its operations in decreased demand
for recruitment advertising as a consequence of economic
impact.

Notes to the Consolidated Financial Statements

e M BRI

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

— &R
KKXALEERBR AR ([ ARARNRZZEE
TE=Rt+=HERSHEEMKz A%
MENT  BRNR-ZBEZE=F—A=-+h
ARERRERECAMEREREZRR
o WIRBERELFELE RERR
BREMFERLA - AARGMMBFERE 2 H
#E 7 7 Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda & H = Z & i
B RBBETBEBIRERESHAKN
BA4E - KRR ZRODNRBABMERFFN
BRAT([EBEFT])ER L ©

ARBEEZEBRAR > BHEEXEER
%o REBMBRRZERFBERES
PR MIEE39 - ARBIEREWMEB QA
ATt Rl AKE ] -

BE—E-_FTE+_A=1t—HILFEZ
HEEMBRREN -_E-_—F=A=+H
ERANREE(EE)SHETIE -

BEAREIEH
HREEBEEN—_E-_EF—A=1+0§K
Wikim = ([COVID-19]) 5 AR R ES A
HEESZMH - BUHUK  AEENLER
KEYEEYBERENR K TRMXE
BERTE-
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

2. SIGNIFICANT EVENTS (Continued)

The significant events and transactions that have occurred
since 1 January 2020 relate to the effects of the global
pandemic on the Group’s consolidated financial statements
for the year ended 31 December 2020 and are summarised as
follows:

(@) Decrease in sales and cash flows

Sales has experienced significant reduction since
the pandemic’s effects became widespread. The
Group considered the reduced sales as indicator of
impairment, and therefore determined the recoverable
amount for all of its cash generating units. The
recoverable amount is the higher of fair value less costs
of disposal and value in use. Value in use was higher in
all cases due to the nature of the assets included in the
carrying amount of cash generating units.

Groups of cash generating units that were tested
for impairment include recruit advertisement and
sales of medical and health products in Hong Kong.
Recoverable amounts exceeded the carrying amount
of all cash generating units based on forecasted cash
flows. No impairment was provided at 31 December
2020.

(b) Government grants

During the year, government grant of HK$300,000
relating to supporting the payroll of the Group’s
employees was obtained and included in profit or loss.
The Group has elected to present this government
grant separately, rather than reducing the related
expense. The Group had to commit to spending
the assistance on payroll expenses, and not reduce
employee head count below prescribed levels for a
specified period of time. The Group does not have any
unfulfilled obligations relating to this program.

KK Culture Holdings Limited Annual Report 2020
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Notes to the Consolidated Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

3.1

Basis of preparation

The consolidated financial statements on pages 81
to 204 have been prepared in accordance with Hong
Kong Financial Reporting Standards (“HKFRSs”) which
collective term includes all applicable individual Hong
Kong Financial Reporting Standards, Hong Kong
Accounting Standards and Interpretations issued by the
Hong Kong Institute of Certified Public Accountants
(the “HKICPA") and the disclosure requirements of the
Hong Kong Companies Ordinance. The consolidated
financial statements also include the applicable
disclosures required by the Rules Governing the Listing
of Securities on the SEHK.

The significant accounting policies that have been
used in the preparation of these consolidated financial
statements are summarised below. These policies have
been consistently applied to all the years presented
unless otherwise stated. The adoption of new or
amended HKFRSs and the impacts on the Group’s
consolidated financial statements, if any, are disclosed
in note 4.

The consolidated financial statements have been
prepared under historical cost convention except for
certain financial instruments, which are stated at fair
values. The measurement bases are described in the
accounting policies below.

It should be noted that accounting estimates and
assumptions are used in the preparation of the
consolidated financial statements. Although these
estimates are based on management’s best knowledge
and judgement of current events and actions, actual
results may ultimately differ from those estimates.
The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements,
are disclosed in note 5.

e MR RRNE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

3. FESHHEHE

3.1
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FB1E204H 2R A MIEHMKR TR
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.2

Basis of consolidation

The consolidated financial statements comprise
the financial statements of the Company and its
subsidiaries. Inter-company transactions and balances
between group companies together with unrealised
profits are eliminated in full in preparing the
consolidated financial statements. Unrealised losses
are also eliminated unless the transaction provides
evidence of impairment on the asset transferred, in
which case the loss is recognised in profit or loss.

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated
statement of profit or loss and other comprehensive
income from the effective dates of acquisition or up to
the effective dates of disposal, as appropriate. Where
necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with those used by other members of
the Group.

Changes in the Group's interests in subsidiaries that
do not result in a loss of control are accounted for
as equity transactions. The carrying amounts of the
Group’s interest and non-controlling interest are
adjusted to reflect the changes in their relative interests
in the subsidiaries. Any difference between the amount
by which non-controlling interest is adjusted and
the fair value of the consideration paid or received is
recognised directly in equity and attributed to owners
of the Company.
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Notes to the Consolidated Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.2

3.3

Basis of consolidation (Continued)

When the Group loses control of a subsidiary, profit or
loss on disposal is calculated as the difference between
(i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest
and (ii) the previous carrying amount of the assets
(including goodwill), and liabilities of the subsidiary
and any non-controlling interest. Amounts previously
recognised in other comprehensive income in relation
to the subsidiary are accounted for in the same manner
as would be required if the relevant assets or liabilities
were disposed of.

Subsidiaries

A subsidiary is an investee over which the Company
is able to exercise control. The Company controls
an investee if all three of the following elements are
present: power over the investee, exposure, or rights,
to variable returns from the investee, and the ability to
use its power to affect those variable returns. Control is
reassessed whenever facts and circumstances indicate
that there may be a change in any of these elements of
control.

In the Company’s statement of financial position,
subsidiaries are carried at cost less any impairment loss.
The results of the subsidiaries are accounted for by
the Company on the basis of dividends received and
receivable at the reporting date. All dividends whether
received out of the investee’s pre or post-acquisition
profits are recognised in the Company’s profit or loss.
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.4

Foreign currency translation

The consolidated financial statements are presented
in Hong Kong Dollars (“HK$"), which is also the
functional currency of the Company.

In the individual financial statements of the
consolidated entities, foreign currency transactions are
translated into the functional currency of the individual
entity using the exchange rates prevailing at the dates
of the transactions. At the reporting date, monetary
assets and liabilities denominated in foreign currencies
are translated at the foreign exchange rates ruling at
that date. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the
reporting date retranslation of monetary assets and
liabilities are recognised in profit or loss.

Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair
value was determined and are reported as part of the
fair value gain or loss. Non-monetary items that are
measured at historical cost in a foreign currency are
not retranslated.

In the consolidated financial statements, all individual
financial statements of foreign operations, originally
presented in a currency different from the Group’s
presentation currency, have been converted into
HK$. Assets and liabilities have been translated into
HK$ at the closing rates at the reporting date. Income
and expenses have been converted into HK$ at the
exchange rates ruling at the transaction dates, or at
the average rates over the reporting period provided
that the exchange rates do not fluctuate significantly.
Any differences arising from this procedure have
been recognised in other comprehensive income and
accumulated separately in the exchange reserve in
equity.
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Notes to the Consolidated Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5

Property, plant and equipment

Property, plant and equipment are stated at acquisition
cost less accumulated depreciation and impairment
losses. The cost of an asset comprises its purchase price
and any directly attributable costs of bringing the asset
to its working condition and location for its intended
use.

Depreciation on property, plant and equipment is
provided to write off their costs over their estimated
useful lives, using straight-line method, at the following
rates per annum:

Leasehold improvements Over the lease term

Furniture and fixtures 20%
Office equipment 20%
Computer equipment and system 33%
Motor vehicles 20%

The assets’ depreciation method and estimated useful
lives are reviewed, and adjusted if appropriate, at each
reporting period.

Gain or loss arising on retirement or disposal is
determined as the difference between the sales
proceeds and the carrying amount of the asset and is
recognised in profit or loss.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will
flow to the Group and the cost of the item can be
measured reliably. All other costs, such as repairs and
maintenance are charged to profit or loss during the
period in which they are incurred.
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.6

Goodwiill

Goodwill is initially recognised at cost being the excess
of the aggregate of consideration transferred and
the amount recognised for non-controlling interests
over the fair value of identifiable assets, liabilities and
contingent liabilities acquired.

Where the fair value of identifiable assets, liabilities
and contingent liabilities exceed the fair value of
consideration paid, the excess is recognised in profit or
loss on the acquisition date, after re-assessment.

Goodwill is measured at cost less impairment losses.
For the purpose of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant
cash-generating units (“CGU") that are expected
to benefit from the synergies of the acquisition. A
CGU to which goodwill has been allocated is tested
for impairment annually, and whenever there is an
indication that the unit may be impaired.

For goodwill arising on an acquisition in a financial
year, the CGU to which goodwill has been allocated is
tested for impairment before the end of that financial
year. When the recoverable amount of the CGU is less
than the carrying amount of the unit, impairment loss
is allocated to reduce the carrying amount of goodwill
allocated to the unit first, and then to other assets of
the unit on the pro-rata basis of the carrying amount to
each asset in the unit. Any impairment loss for goodwill
is recognised in profit or loss and is not reversed in
subsequent periods.
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Notes to the Consolidated Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.7 Financial instruments

(a)

Financial assets

A financial asset (unless it is a trade receivable
without a significant financing component) is
initially measured at fair value plus, for an item
not at fair value through profit or loss (“FVTPL"),
transaction costs that are directly attributable
to its acquisition or issue. A trade receivable
without a significant financing component is
initially measured at the transaction price.

All regular way purchases and sales of financial
assets are recognised on the trade date, that is,
the date that the Group commits to purchase
or sell the asset. Regular way purchases or
sales are purchases or sales of financial assets
that require delivery of assets within the
period generally established by regulation or
convention in the market place.

Debt instruments

Subsequent measurement of debt instruments
depends on the Group’'s business model
for managing the asset and the cash flow
characteristics of the asset. There are two
measurement categories into which the Group
classifies its debt instruments:

Amortised cost: Assets that are held for
collection of contractual cash flows where
those cash flows represent solely payments of
principal and interest are measured at amortised
cost. Financial assets at amortised cost are
subsequently measured using effective interest
rate method. Interest income, foreign exchange
gains and losses and impairment are recognised
in profit or loss. Any gain on derecognition is
recognised in profit or loss.
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.7 Financial instruments (Continued)

(a)

Financial assets (Continued)
Debt instruments (Continued)

FVTPL: These include financial assets held
for trading, financial assets designated upon
initial recognition at FVTPL, or financial assets
mandatorily required to be measured at fair
value. Financial assets are classified as held for
trading if they are acquired for the purpose
of selling or repurchasing in the near term.
Derivatives, including separated embedded
derivatives, are also classified as held for
trading unless they are designated as effective
hedging instruments. Financial assets with cash
flows that are not solely payments of principal
and interest are classified and measured at
fair value through profit or loss, irrespective
of the business model. Notwithstanding the
criteria for debt instruments to be classified
at amortised cost or at fair value through
other comprehensive income (“FVOCI”), debt
instruments may be designated at FVTPL on
initial recognition if doing so eliminates, or
significantly reduces, an accounting mismatch.
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Notes to the Consolidated Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.7 Financial instruments (Continued)

(a)

(b)

Financial assets (Continued)
Equity instruments

On initial recognition of an equity investment
that is not held for trading, the Group could
irrevocably elect to present subsequent
changes in the investment’s fair value in other
comprehensive income. This election is made
on an investment-by-investment basis. Equity
investments at FVOCI are measured at fair
value. Dividend income are recognised in profit
or loss unless the dividend income clearly
represents a recovery of part of the cost of the
investments. Other net gains and losses are
recognised in other comprehensive income
and are not reclassified to profit or loss. All
other equity instruments are classified as FVTPL,
whereby changes in fair value, dividends and
interest income are recognised in profit or loss.

Impairment loss on financial assets

The Group recognises loss allowances for
expected credit loss (“ECL") on trade receivables
and financial assets measured at amortised cost.
ECLs are measured on either of the following
bases: (1) 12-months ECLs: these are ECLs that
result from possible default events within the
12-months after the reporting date; and (2)
lifetime ECLs: these are ECLs that result from
all possible default events over the expected
life of a financial instrument. The maximum
period considered when estimating ECLs is the
maximum contractual period over which the
Group is exposed to credit risk.
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.7 Financial instruments (Continued)

(b)

Impairment loss on financial assets
(Continued)

ECLs are a probability-weighted estimate of
credit losses. Credit losses are measured as the
difference between all contractual cash flows
that are due to the Group in accordance with
the contract and all the cash flows that the
Group expects to receive. The shortfall is then
discounted at an approximation to the assets’
original effective interest rate.

The Group has elected to measure loss
allowances for trade receivables using HKFRS 9
“Financial Instruments” (“HKFRS 9”) simplified
approach and has calculated ECLs based on
lifetime ECLs. The Group has established a
provision matrix that is based on the Group’s
historical credit loss experience, adjusted for
forward-looking factors specific to the debtors
and the economic environment.

For other debt financial assets, the ECLs are
based on the 12-months ECLs. However, when
there has been a significant increase in credit
risk since origination, the allowance will be
based on the lifetime ECLs.

When determining whether the credit risk of a
financial asset has increased significantly since
initial recognition and when estimating ECL, the
Group considers reasonable and supportable
information that is relevant and available
without undue cost or effort. This includes
both quantitative and qualitative information
analysis, based on the Group’s historical
experience and informed credit assessment and
including forward-looking information.
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Notes to the Consolidated Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.7 Financial instruments (Continued)

(b)

(9]

Impairment loss on financial assets
(Continued)

The Group assumes that the credit risk on a
financial asset has increased significantly if it is
more than 30 days past due.

The Group considers a financial asset to be
credit-impaired when: (1) the borrower is
unlikely to pay its credit obligations to the
Group in full, without recourse by the Group to
actions such as realising security (if any is held);
or (2) the financial asset is more than 90 days
past due.

Interest income on credit-impaired financial
assets is calculated based on amortised cost (i.e.
the gross carrying amount less loss allowance)
of the financial asset. For non credit-impaired
financial assets interest income is calculated
based on the gross carrying amount.

Financial liabilities

The Group classifies its financial liabilities,
depending on the purpose for which the
liabilities were incurred. Financial liabilities at
amortised costs are initially measured at fair
value, net of directly attributable costs incurred.

Financial liabilities at amortised cost including
trade and other payables, contract liabilities,
other borrowing, amounts due to a director
and lease liabilities are subsequently measured
at amortised cost, using the effective interest
method. The related interest expense is
recognised in profit or loss.
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.7 Financial instruments (Continued)

(9]

(d)

(e)

(f)

Financial liabilities (Continued)

Gains or losses are recognised in profit or loss
when the liabilities are derecognised as well as
through the amortisation process.

Effective interest method

This is a method of calculating the amortised
cost of a financial asset or financial liability and
of allocating interest income or interest expense
over the relevant period. Effective interest rate is
the rate that exactly discounts estimated future
cash receipts or payments through the expected
life of the financial asset or liability, or where
appropriate, a shorter period.

Equity instruments

Equity instruments issued by the Company are
recorded at the proceeds received, net of direct
issue costs.

Derecognition

The Group derecognises a financial asset when
the contractual rights to the future cash flows
in relation to the financial asset expire or when
the financial asset has been transferred and the
transfer meets the criteria for derecognition in
accordance with HKFRS 9.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expires.
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Notes to the Consolidated Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.7

3.8

Financial instruments (Continued)

(f)

Derecognition (Continued)

Where the Group issues its own equity
instruments to a creditor to settle a financial
liability in whole or in part as a result of
renegotiating the terms of that liability, the
equity instruments issued are the consideration
paid and are recognised initially and measured
at their fair value on the date the financial
liability or part thereof is extinguished. If the fair
value of the equity instruments issued cannot
be reliably measured, the equity instruments
are measured to reflect the fair value of the
financial liability extinguished. The difference
between the carrying amount of the financial
liability or part thereof extinguished and the
consideration paid is recognised in profit or loss
for the year.

Inventories

Inventories are initially recognised at cost, and

subsequently at the lower of cost and net realisable

value. Cost comprises all costs of purchase, costs of

conversion and other costs incurred in bringing the

inventories to their present location and condition. Cost

is calculated using the weighted average method. Net

realisable value represents the estimated selling price in

the ordinary course of business less the estimated costs

of completion and the estimated costs necessary to

make the sale.
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.9

3.10

Cash and cash equivalents

For the purpose of the consolidated statement of
cash flows, cash and cash equivalents comprise cash
in hand and demand deposits, and short-term highly
liquid investments that are readily convertible into
known amounts of cash, and which are subject to
an insignificant risk of changes in value and have a
short maturity of generally within three months when
acquired, less bank overdrafts which are payable on
demand and form an integral part of the Group’s cash
management.

For the purpose of the consolidated statement of
financial position, cash and cash equivalents comprise
cash in hand and at banks, including term deposits,
and assets similar in nature to cash, which are not
restricted as to use.

Lease

Definition of a lease

A contract is, or contains, a lease if the contract
conveys the right to control the use of an identified
asset for a period of time in exchange for consideration.
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESHHIFEHE®)

POLICIES (Continued)

3.10 Lease (Continued) 3.10 #HE#&E)

Definition of a lease (Continued)

For contracts entered into or modified or arising from
business combinations on or after the date of initial
application, the Group assesses whether a contract is or
contains a lease based on the definition under HKFRS
16 “Leases” (“HKFRS 16") at inception, modification
date or acquisition date, as appropriate. Such contract
will not be reassessed unless the terms and conditions
of the contract are subsequently changed.

The Group as a lessee

Allocation of consideration to components of a
contract

For a contract that contains a lease component and
one or more additional lease or non-lease components,
the Group allocates the consideration in the contract
to each lease component on the basis of the relative
stand-alone price of the lease component and
the aggregate stand-alone price of the non-lease
components.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to leases of car parks that have a lease term
of 12 months or less from the commencement date
and do not contain a purchase option. It also applies
the recognition exemption for lease of low-value assets.
Lease payments on short-term leases and leases of low-
value assets are recognised as expense on a straight-
line basis over the lease term.
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (Continued)

3.10 Lease (Continued)

The Group as a lessee (Continued)
Right-of-use assets

The cost of right-of-use asset includes:

o the amount of the initial measurement of the
lease liability;

o any lease payments made at or before the
commencement date, less any lease incentives
received;

o any initial direct costs incurred by the Group;
and

o an estimate of costs to be incurred by the

Group in dismantling and removing the
underlying assets, restoring the site on which it is
located or restoring the underlying asset to the
condition required by the terms and conditions
of the lease.

Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities.

Right-of-use assets in which the Group is reasonably
certain to obtain ownership of the underlying leased
assets at the end of the lease term are depreciated
from commencement date to the end of the useful
life. Otherwise, right-of-use assets are depreciated on a
straight-line basis over the lease term.

The Group presents right-of-use assets as a separate
line item on the consolidated statement of financial
position.
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—F-_FFf - A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FES:BEHE%)

POLICIES (Continued)

3.10 Lease (Continued) 3.10 #HE#&E)

The Group as a lessee (Continued)
Refundable rental deposits

Refundable rental deposits paid are accounted
under HKFRS 9 and initially measured at fair value.
Adjustments to fair value at initial recognition are
considered as additional lease payments and included
in the cost of right-of-use assets.

Lease liabilities

At the commencement date of a lease, the Group
recognises and measures the lease liability at the
present value of lease payments that are unpaid at
that date. In calculating the present value of lease
payments, the Group uses the incremental borrowing
rate at the lease commencement date if the interest
rate implicit in the lease is not readily determinable.

The lease payments include:

fixed payments (including in-substance fixed
payments) less any lease incentives receivable;

o variable lease payments that depend on an
index or a rate, initially measured using the
index or rate as at the commencement date;

o amounts expected to be payable by the Group
under residual value guarantees;

o the exercise price of a purchase option if the
Group is reasonably certain to exercise the
option; and

o payments of penalties for terminating a lease, if

the lease term reflects the Group exercising an
option to terminate the lease.
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
3.10 Lease (Continued)

The Group as a lessee (Continued)

Lease liabilities (Continued)

After the commencement date, lease liabilities are
adjusted by interest accretion and lease payments.

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use

assets) whenever:

the lease term has changed or there is a change
in the assessment of exercise of a purchase
option, in which case the related lease liability
is remeasured by discounting the revised lease
payments using a revised discount rate at the
date of reassessment.

the lease payments change due to changes
in market rental rates following a market rent
review in which cases the related lease liability
is remeasured by discounting the revised lease
payments using the initial discount rate.

The Group presents lease liabilities as a separate
line item on the consolidated statement of financial
position.
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESHHIFEHE®)

POLICIES (Continued)

3.10 Lease (Continued) 3.10 #HE#&E)

The Group as a lessee (Continued)
Lease modifications

The Group accounts for a lease modification as a
separate lease if:

o the modification increases the scope of the
lease by adding the right to use one or more
underlying assets; and

o the consideration for the leases increases by
an amount commensurate with the stand-
alone price for the increase in scope and
any appropriate adjustments to that stand-
alone price to reflect the circumstances of the
particular contract.

For a lease modification that is not accounted for as a
separate lease, the Group remeasures the lease liability
based on the lease term of the modified lease by
discounting the revised lease payments using a revised
discount rate at the effective date of the modification.

The Group accounts for the remeasurement of lease
liabilities by making corresponding adjustments to the
relevant right-of-use asset. When the modified contract
contains a lease component and one or more additional
lease or non-lease components, the Group allocates
the consideration in the modified contract to each
lease component on the basis of the relative stand-
alone price of the lease component and the aggregate
stand-alone price of the non-lease components.
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Notes to the Consolidated Financial Statements

e

Eix—

3.

PR R M RE

For the year ended 31 December 2020
EoFFEf A= —HIUFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.10 Lease (Continued)

The Group as a lessor
Classification and measurement of leases

Leases for which the Group is a lessor are classified as
finance or operating leases. Whenever the terms of
the lease transfer substantially all the risks and rewards
incidental to ownership of an underlying asset to the
lessee, the contract is classified as a finance lease. All
other leases are classified as operating leases.

Amounts due from lessees under finance leases are
recognised as receivables at commencement date
at amounts equal to net investments in the leases,
measured using the interest rate implicit in the
respective leases. Initial direct costs (other than those
incurred by manufacturer or dealer lessors) are included
in the initial measurement of the net investments in
the leases. Interest income is allocated to accounting
periods so as to reflect a constant periodic rate of
return on the Group’s net investment outstanding in
respect of the leases.

Rental income from operating leases is recognised
in profit or loss on a straight-line basis over the term
of the relevant lease. Initial direct costs incurred in
negotiating and arranging an operating lease are
added to the carrying amount of the leased asset, and
such costs are recognised as an expense on a straight-
line basis over the lease term except for investment
properties measured under fair value model.

Rental income which are derived from the Group's
ordinary course of business are presented as revenue.
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Notes to the Consolidated Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.10 Lease (Continued)

The Group as a lessor (Continued)
Refundable rental deposits

Refundable rental deposits received are accounted for
under HKFRS 9 and initially measured at fair value.
Adjustments to fair value at initial recognition are
considered as additional lease payments from lessees.

Sublease

When the Group is an intermediate lessor, it accounts
for the head lease and the sublease as two separate
contracts. The sublease is classified as a finance or
operating lease by reference to the right-of-use asset
arising from the head lease, not with reference to the
underlying asset.

Lease modification

The Group accounts for a modification to an operating
lease as a new lease from the effective date of the
modification, considering any prepaid or accrued lease
payments relating to the original lease as part of the
lease payments for the new lease.

Contingent liabilities

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
events, are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is
remote.
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Notes to the Consolidated Financial Statements
e ERRMEE

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.12

3.13

Share capital

Ordinary shares are classified as equity. Share capital
is determined using the nominal value of shares that
have been issued.

Any transaction costs associated with the issue of
shares are deducted from share premium (net of any
related income tax benefit) to the extent they are
incremental costs directly attributable to the equity
transaction.

Revenue recognition

Revenue from contracts with customers is recognised
when control of goods or services is transferred to the
customers at an amount that reflects the consideration
to which the Group expects to be entitled in exchange
for those goods or services, excluding those amounts
collected on behalf of third parties. Revenue excludes
any sales taxes and is after deduction of any trade
discounts.

Depending on the terms of the contract and the laws
that apply to the contract, control of the goods or
service may be transferred over time or at a point in
time. Control of the goods or service is transferred over
time if the Group’s performance:

o provides all of the benefits received and
consumed simultaneously by the customer;

. creates or enhances an asset that the customer
controls as the Group performs; or

J does not create an asset with an alternative use
to the Group and the Group has an enforceable
right to payment for performance completed to
date.
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESHHIFEHE®)

POLICIES (Continued)

3.13 Revenue recognition (Continued) 3.13 WEBRE)

If control of the goods or services transfers over time,
revenue is recognised over the period of the contract
by reference to the progress towards complete
satisfaction of that performance obligation. Otherwise,
revenue is recognised at a point in time when the
customer obtains control of the goods or service.

When the contract contains a financing component
which provides the customer a significant benefit
of financing the transfer of goods or services to the
customer for more than one year, revenue is measured
at the present value of the amounts receivable,
discounted using the discount rate that would be
reflected in a separate financing transaction between
the Group and the customer at contract inception.
Where the contract contains a financing component
which provides a significant financing benefit to
the Group, revenue recognised under that contract
includes the interest expense accreted on the contract
liability under the effective interest method. For
contracts where the period between the payment and
the transfer of the promised goods or services is one
year or less, the transaction price is not adjusted for
the effects of a significant financing component, using
the practical expedient in HKFRS 15 “Revenue from
Contracts with Customers” (“HKFRS 15").

(i) Provision of advertising services

Advertising income is recognised over time as
the Group has determined that the customers
simultaneously receive and consume the
benefits of the Group’s performance. Invoices
are issued according to contractual terms and
are usually payable within 7 to 120 days.
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.13 Revenue recognition (Continued)

(i)

(iii)

Sales of medical and health products

Revenue from sales of medical and health
products is recognised upon the goods
delivered, which is the point in time when
customer has ability to direct the use and obtain
the control of the goods and the goods have
been accepted by customer.

Other income

Rental income under operating leases is
recognised on a straight-line basis over the term
of the relevant lease.

Interest income is accrued on a time basis on
the principal outstanding at the applicable
interest rate.

Dividend income is recognised when the right
to receive the dividend is established.

3.14 Contract liabilities

Contract liability represents the Group’s obligation to

transfer services to a customer for which the Group has

received consideration (or an amount of consideration is

due) from the customer.
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Notes to the Consolidated Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.15

Impairment of non-financial assets (other
than goodwill)

Property, plant and equipment, right-of-use assets
and interests in subsidiaries are subject to impairment
testing.

Assets that have an indefinite useful life, for example
goodwill, are not subject to amortisation and are tested
for impairment annually. All other assets are tested for
impairment whenever there are indications that the
carrying amount may not be recoverable.

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s
carrying amount exceeds its recoverable amount.
Recoverable amount is the higher of fair value,
reflecting market conditions less costs of disposal and
value-in-use. In assessing value-in-use, the estimated
future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current
market assessment of time value of money and the risk
specific to the asset.

For the purposes of assessing impairment, where
an asset does not generate cash inflows largely
independent from those from other assets, the
recoverable amount is determined for the smallest
group of assets that generate cash inflows
independently (i.e. a cash generating unit (“CGU")).
As a result, some assets are tested individually for
impairment and some are tested at CGU level.
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e ERRMEE

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.15

3.16

Impairment of non-financial assets (other
than goodwill) (Continued)

Impairment losses are charged pro rata to the other
assets in the CGU, except that the carrying value of an
asset will not be reduced below its individual fair value
less cost of disposal, or value-in-use, if determinable.

An impairment loss on other assets other than goodwill
is reversed if there has been a favourable change in the
estimates used to determine the asset’s recoverable
amount and only to the extent that the asset’s carrying
amount does not exceed the carrying amount that
would have been determined, net of depreciation
or amortisation, if no impairment loss has been
recognised.

Employee benefits

(i) Retirement benefit schemes

The Group participates in several staff
retirement benefit schemes for employees in
Hong Kong, comprising defined contribution
retirement schemes and a Mandatory Provident
Fund scheme (the “MPF Scheme”). The assets
of these schemes are held separately from those
of the Group in independently administered
funds. The retirement benefit schemes are
generally funded by payments from employees
and by the relevant group companies. The
retirement benefit scheme costs charged to
profit or loss represents contributions payable
by the Group to the schemes.
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Notes to the Consolidated Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.16 Employee benefits (Continued)

(i)

Share-based employee compensation

The Group operates an equity-settled share-
based compensation plan, which was a share
option scheme by the Company, for the
purpose of recognising and motivating the
contribution from their staff and directors.
Employees (including directors) of the Group
receive remuneration in the form of share-
based payments, whereby employees render
services as consideration for equity instruments
(“equity-settled transactions”).

All employee services received in exchange for
the grant of any share-based compensation
are measured at their fair values. These are
indirectly determined by reference to the
share options. Their value is appraised at the
grant date and excludes the impact of any
non-market vesting conditions (for example,
profitability and sales growth targets).
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For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.16 Employee benefits (Continued)

(ii)

Share-based employee compensation
(Continued)

All share-based compensation is recognised
as an expense in profit or loss over the
vesting period if vesting conditions apply, or
recognised as an expense in full at the grant
date when the equity instruments granted vest
immediately unless the compensation qualified
for recognition as asset, with a corresponding
increase in the employee compensation
reserve in equity. If vesting conditions apply,
the expense is recognised over the vesting
period, based on the best available estimate
of the number of equity instruments expected
to vest. Non-market vesting conditions are
included in assumptions about the number of
equity instruments that are expected to vest.
Estimates are subsequently revised, if there
is any indication that the number of equity
instruments expected to vest differs from
previous estimates.

At the time when the share options are
exercised, the amount previously recognised in
employee compensation reserve is transferred
to share premium. After vesting date, when
the vested share options are later forfeited or
are still not exercised at the expiry date, the
amount previously recognised in employee
compensation reserve is transferred to retained
earnings.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESHHIFEHE®)

POLICIES (Continued)

3.16 Employee benefits (Continued) 3.16 EETFE)

(iii)  Bonus plans
The Group recognises a liability and an
expense for bonuses where it has a contractual
obligation or where there is a past practice that
has created a constructive obligation.

(iv)  Short-term employee benefits

Employee entitlements to annual leave are
recognised when they accrue to employees. A
provision is made for the estimated liability for
annual leave as a result of services rendered
by employees up to the reporting date. Non-
accumulating compensated absences such
as sick leave and maternity leave are not
recognised until the time of leave.

3.17 Government grant

Government grants are not recognised until there is
reasonable assurance that the Group will comply with
the conditions attaching to them and that the grants
will be received.

Government grants are recognised in profit or loss on
a systematic basis over the periods in which the Group
recognises as expenses the related costs for which
the grants are intended to compensate. Specifically,
government grants whose primary condition is that the
Group should purchase, construct or otherwise acquire
non-current assets (including property, plant and
equipment) are recognised as deferred income in the
statement of financial position and transferred to profit
or loss on a systematic and rational basis over the useful
lives of the related assets.
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For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.17

3.18

Government grant (Continued)

Government grants that are receivable as compensation
for expenses or losses already incurred or for the
purpose of giving immediate financial support to the
Group with no future related costs are recognised
in profit or loss in the period in which they become
receivable and are recognised as other revenue, rather
than reducing the related expense.

The benefit of a government loan at a below-market
rate of interest is treated as a government grant,
measured as the difference between proceeds received
and the fair value of the loan based on prevailing
market interest rates.

Borrowing costs

Borrowing costs incurred for the acquisition,
construction or production of any qualifying asset are
capitalised during the period of time that is required to
complete and prepare the asset for its intended use.
A qualifying asset is an asset which necessarily takes a
substantial period of time to get ready for its intended
use or sale. Other borrowing costs are expensed when
incurred.

Borrowing costs are capitalised as part of the cost of
a qualifying asset when expenditure for the asset is
being incurred, borrowing costs are being incurred
and activities that are necessary to prepare the asset
for its intended use or sale are being undertaken.
Capitalisation of borrowing costs ceases when
substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are
complete.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESHHIFEHE®)

POLICIES (Continued)

3.19 Accounting for income taxes

3.19 FiEBlzEst A%

Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise
those obligations to, or claims from, tax authorities
relating to the current or prior reporting period, that
are unpaid at the reporting date. They are calculated
according to the tax rates and tax laws applicable to
the fiscal periods to which they relate, based on the
taxable profit for the year. All changes to current tax
assets or liabilities are recognised as a component of
tax expense in profit or loss.

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the
corresponding amounts used for tax purposes. Except
for goodwill and recognised assets and liabilities that
affect neither accounting nor taxable profits, deferred
tax liabilities are recognised for all taxable temporary
differences. Deferred tax assets are recognised to
the extent that it is probable that taxable profits will
be available against which deductible temporary
differences can be utilised. Deferred tax is measured
at the tax rates appropriate to the expected manner
in which the carrying amount of the asset or liability
is realised or settled and that have been enacted or
substantively enacted at the end of reporting period.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.19 Accounting for income taxes (Continued)

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries except where the Group is able to control
the reversal of the temporary differences and it is
probable that the temporary differences will not
reverse in the foreseeable future.

Deferred tax is calculated, without discounting, at
tax rates that are expected to apply in the period the
liability is settled or the asset realised, provided they are
enacted or substantively enacted at the reporting date.

Changes in deferred tax assets or liabilities are
recognised in profit or loss, or in other comprehensive
income or directly in equity if they relate to items that
are charged or credited to other comprehensive income
or directly to equity.

Current tax assets and current tax liabilities are
presented in net if, and only if,

(@) the Group has the legally enforceable right to
set off the recognised amounts; and

(b) intends either to settle on a net basis, or
to realise the asset and settle the liability
simultaneously.
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.19 Accounting for income taxes (Continued)

The Group presents deferred tax assets and deferred
tax liabilities in net if, and only if,

(@) the entity has a legally enforceable right to
set off current tax assets against current tax
liabilities; and

(b) the deferred tax assets and the deferred tax
liabilities relate to income taxes levied by the
same taxation authority on either:

(i) the same taxable entity; or

(i) different taxable entities which intend
either to settle current tax liabilities
and assets on a net basis, or to realise
the assets and settle the liabilities
simultaneously, in each future period in
which significant amounts of deferred
tax liabilities or assets are expected to be
settled or recovered.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.20 Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal
financial information reported to the Directors for
their decisions about resources allocation to the
Group’s business components and for their review of
the performance of those components. The business
components in the internal financial information
reported to the executive directors are determined
following the Group’s major product and service lines.

The Group has identified the following reportable and
operating segments in its continuing operations:

= Advertising — providing advertisement services
on different publications, magazines and other
advertising media; and

- Sales of medical and health products - selling
the various type of medical and health products
(including reagent) for health checks.

Each of these operating segments is managed
separately as each of product and service lines requires
different resources as well as marketing approaches. All
inter-segment transfer are carried-out at arm’s length
prices.
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—F-_FFf - A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESHHIFEHE®)

POLICIES (Continued)

3.20 Segment reporting (Continued) 3.20 ZHHEE)

The measurement policies the Group uses for
reporting segment results under HKFRS 8 “Operating
Segments” (“HKFRS 8”) are the same as those used in
its consolidated financial statements prepared under
HKFRSs, except that:

o expenses related to share-based payments
o finance costs
o income tax

are not included in arriving at the operating results of
the operating segments.

Segment assets include all assets but corporate assets
which are not directly attributable to the business
activities of any operating segment.

Segment liabilities exclude corporate liabilities which
are not directly attributable to the business activities
of any operating segment and are not allocated to
a segment. These include deferred tax liabilities and
liabilities incurred for financing rather than operating
purposes.

No asymmetrical allocations have been applied to
reportable segments.
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.21 Related parties

(a) A person or a close member of that person’s
family is related to the Group if that person:

(i) has control or joint control over the
Group;

(i) has significant influence over the Group;
or

(iii) is @ member of key management
personnel of the Group or the
Company's parent.

(b) An entity is related to the Group if any of the
following conditions apply:

(i) The entity and the Group are members
of the same group (which means that
each parent, subsidiary and fellow
subsidiary is related to the others).

(ii) One entity is an associate or joint
venture of the other entity (or an
associate or joint venture of a member
of a group of which the other entity is a
member).

(iii) Both entities are joint ventures of the
same third party.

(iv) One entity is a joint venture of a third

entity and the other entity is an associate
of the third entity.
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.21 Related parties (Continued)
(Continued)

(b)

(v)

(vii)

(viii)

The entity is a post-employment benefit
plan for the benefit of the employees
of the Group or an entity related to the
Group.

The entity is controlled or jointly
controlled by a person identified in (a).

A person identified in (a)(i) has
significant influence over the entity
or is a member of key management
personnel of the entity (or of a parent of
the entity).

The entity, or any member of a group
of which it is a part, provides key
management personnel services to the
Group or to the Group’s parent.

Close members of the family of a person are those

family members who may be expected to influence, or

be influenced by, that person in their dealings with the

entity and include:

(i)

(ii)

(iii)

that person’s children and spouse or domestic

partner;

children of that person’s spouse or domestic

partner; and

dependents of that person or that person’s

spouse or domestic partner.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020

3.

BE _E-—FFf - H=+—HIFEF

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.22 Discontinued operations

A discontinued operation is a component of the
Group’s business, the operations and cash flows of
which can be clearly distinguished from the rest of
the Group and which represents a separate major
line of business or geographical area of operations,
or is part of a single coordinated plan to dispose of a
separate major line of business or geographical area
of operations, or is a subsidiary acquired exclusively
with a view to resale. Classification as a discontinued
operation occurs upon disposal or when the operation
meets the criteria to be classified as held for sale, if
earlier.

Where an operation is classified as discontinued,
a single amount is presented on the face of the
consolidated statement of profit or loss and other
comprehensive income, which comprises:

- post-tax profit or loss of the discontinued
operation; and

- post-tax gain or loss recognised on the
measurement to fair value less costs of disposal,
or on the disposal, of the assets or disposal
groups constituting the discontinued operation.
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Notes to the Consolidated Financial Statements

4. ADOPTION OF NEW OR AMENDED HKFRSs

4.1

New or amended HKFRSs which are effective
during the year

During the year, the Group has applied for the first
time the following new or amended HKFRSs issued by
the HKICPA, which are relevant to and effective for
the Group’s consolidated financial statements for the
annual period beginning on 1 January 2020:

Amendments to HKAS 1 Definition of Material

and HKAS 8

Amendments to HKFRS 3 Definition of a Business

Amendments to HKFRS 7, Interest Rate Benchmark Reform
HKFRS 9 and HKAS 39

The new or amended HKFRSs that are effective from
1 January 2020 did not have any significant impact on
the Group’s accounting policies.
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For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

4. ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)
4.2 New or amended HKFRSs which are issued
but not yet effective

At the date of this report, the following new or
amended HKFRSs have been issued but are not yet
effective, and have not been adopted early by the

Group.

Amendments to Classification of Liabilities as Current or
HKAS 1 Non-current®

Amendments to Property, Plant and Equipment Proceeds
HKAS 16 before Intended Use?

Amendments to Onerous Contracts - Cost of Fulfilling a
HKAS 37 Contract’

Amendments to HKAS 39, Interest Rate Benchmark Reform —
HKFRS 4, HKFRS 7, HKFRS 9 Phase 2
and HKFRS 16

Amendments to HKFRS 3 Reference to the Conceptual

Framework*

Amendments to HKFRS 10 Sale or Contribution of Assets between

and HKAS 28 an Investor and its Associate or Joint
Venture®
Amendment to COVID-19 Related Rent Concessions'
HKFRS 16
HKFRS 17 Insurance Contracts and Related
Amendments®
Amendments to HKFRSs Annual Improvements to

HKFRSs 2018-2020°
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Notes to the Consolidated Financial Statements

4. ADOPTION OF NEW OR AMENDED HKFRSs

(Continued)

4.2

New or amended HKFRSs which are issued
but not yet effective (Continued)

1

Effective for annual periods beginning on or after
1 June 2020

Effective for annual periods beginning on or after
1 January 2021

Effective for annual periods beginning on or after
1 January 2022

Effective for business combinations for which the date
of acquisition is on or after the beginning of the first
annual period beginning on or after 1 January 2022
Effective for annual periods beginning on or after
1 January 2023

Effective date for annual period beginning on or after
a date to be determined

The Directors anticipate that all of the pronouncements

will be adopted in the Group's accounting policy for

the first period beginning after the effective date of the

pronouncement. The Directors are currently assessing
the impact of the new or amended HKFRSs upon initial
application. So far, the Directors have preliminarily

concluded that the initial application of these HKFRSs

will not result in material financial impact on the

consolidated financial statements.

e MR RRNE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

4. BREFET M SHEBITEBYBR
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Notes to the Consolidated Financial Statements
e ERRMEE

For the year ended 31 December 2020

Eix—

E-FFS A=A —HIFE

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be
reasonable under the circumstances.

The preparation of the consolidated financial statements
requires management to make judgement, estimates and
assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual
results. The estimates and assumptions that have a significant
risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are
discussed below:

(i) Estimated impairment of trade receivables

The Group uses provision matrix to calculate
impairment of trade receivables. The provision rates
are based on the past collection history as groupings
of various debtors that have similar loss patterns. The
provision matrix is based on the Group’s historical
default rates taking into consideration forward-
looking information that is reasonable and supportable
available without undue costs or effort. At every
reporting date, the historical observed default
rates are reassessed and changes in the forward-
looking information are considered. In addition,
trade receivables with significant balances and credit
impaired are assessed for impairment individually.

KK Culture Holdings Limited Annual Report 2020
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Notes to the Consolidated Financial Statements

5. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(i)

(iii)

Estimated impairment of loan receivables

The Group reviews its portfolios to assess impairment
at the end of each reporting period. In determining
whether an impairment should be recorded in profit
or loss, the Group makes judgements as to whether
there is any observable data indicating that there is a
measurable decrease in the estimated future cash flows
from a portfolio before the decrease can be identified
with an individual in that portfolio. This evidence
may include observable data indicating that there has
been an adverse change in the payment status of the
debtors, or both current and forecast general economic
conditions. Management uses estimates based on
historical loss experience for assets with credit risk
characteristics and objective evidence of impairment
similar to those in the portfolio when scheduling its
future cash flows. The methodology and assumptions
used for estimating both the amount and timing of
future cash flows are reviewed regularly to reduce any
differences between loss estimates and actual loss
experience.

Depreciation

The Group depreciates property, plant and equipment
and right-of-use assets using straight-line method over
the estimated useful lives, starting from the date on
which the assets are put into use. The estimated useful
lives reflect the directors’ best estimate of the periods
that the Group intends to derive future economic
benefits from the use of the Group’s property, plant
and equipment and right-of-use assets.

e MR RRNE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

5. BEESIHAFTRHAE 2

(i)

(iii)
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

5. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(iv)

(v)

Current taxation and deferred taxation

The Group is subject to income taxes in Hong Kong.
Significant judgement is required in determining the
amount of the provision of taxation and the timing
of the related tax. There are many transactions and
calculations for which the ultimate tax determination
is uncertain during the ordinary course of business.
Where the final outcome of the tax matters is different
from the amounts that were initially recorded, such
differences will impact the income tax provisions in the
period in which such determination is made.

Valuation of contingent consideration

Fair value of contingent consideration was determined
by using valuation techniques. The Group’s
management uses its judgment to select a variety of
methods and make assumptions, including the discount
rates and estimation of future economic environment.
Changes in assumptions used could materially affect
the fair value of the balances and, as a result, affect the
Group's financial condition and results of operation.
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Notes to the Consolidated Financial Statements

e MR RRNE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

TURNOVER 6. XX
The principal activities of the Group are the provision of REBrFEXFAREESRS - #HE
advertising services, sales of medical and health products and BEERREBEREMERE -

property investment.

Continuing operations

Revenue from contracts with customers
within the scope of HKFRS 15:
Advertising income — Recruitment
Sales of medical and health products

Revenue from other sources:
Rental income

Discontinued operations

Revenue from contracts with customers
within the scope of HKFRS 15:
Advertising income — Train media

2020 2019
e —TNF
HK$'000 HK$’000
FHER FHET
BEREEE
REBA B REERE 157 BE R
RERFPA L2
BEEWA —HBEE 18,247 53,032
HEBERREERD 1,804 -
R G EH A HOR 2 g
it ON - 161
20,051 53,193
DRIHEEEK
MBI ImEERIE 1557 EER
REBEPEKZ W -
N Y - 4,036
20,051 57,229

ZTTFFHR KK ULERERAR
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE-_FE-FTF+ - H=+—HIFF

6. TURNOVER (Continued) 6. EXE#
In the following table, revenue is disaggregated by primary RTR - WSEEEHWETS TZEM
geographical market, major products and service lines and R AR A R e R D 1 o
timing of revenue recognition.
Discontinued
Continuing operations operations
ez BALEEER
Sales of medical and
Advertising - Recruitment ~ Property investment health products Total Advertising - Train media Total
BHUA- R NERE HERRRRRER A BEUA-2RRR At
2000 2019 020 219 2020 2019 2020 2019 2000 2019 2020 219
TEIRE | CSNF IB0RE| CRNF| C30BEF) CR0E ) CECBE CDNE Z80%F CTNE) C33R) CRE
HKS'000 | HKS000 | HKS'000 | HK$'000 |  HKS'000 | HKS000 | HKS000 | HKS'000 HKS'O00 | HKS000 | - HKS'000 | HKS$'000
Tén| FRr, tRn| TEn| tEn| TEm| TER| TEn|  TEn| TEm| TEn| TEr
Primary geographical market ~ TEHEFE
Hong Kong Bk 1847 53032 - 161 1804 - 20,051 53193 - - 20,051 53193
The PRC H - = - = - = - = - 403 - 4036
18247 53032 - 161 1,804 - 20,051 5319 - 4036 20,051 57,229
Major products and service lnes ~ EZR R
Provision of advertising senices RAEETRH
- Recruitment - 18247 53032 - - - - 18,247 53,032 - - 1847 53032
- Tran media - B - - - - - - - - - 4,036 - 4,03%
18247 53032 - - - - 18,247 53,032 - 4036 18247 57,068
Propery renals nEfe - - - 161 - - - 161 - - - 161
Sales of medica and health products - #EBBRREER - - - - 1,804 - 1804 - - - 1804 -
18247 53032 - 161 1804 = 20,01 5319 - 4036 20,051 57,209
Timing of revenue recognition R
At pointin time RNE-HES - - - - 1804 - 1804 - - s 1804 =
Transfered over ime E-RERES 87 5303 - 161 - - s 59 - 4w ww S
1847 53032 - 161 1804 - 20,051 53193 - 4036 20,051 57,229
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Notes to the Consolidated Financial Statements

TURNOVER (Continued)

The following table provides information about trade
receivables and contract liabilities from contracts with
customers:

Receivables JEYGRIE
Contract liabilities (Note 27) aHamEEEE27)

Contract liabilities mainly relate to the advance consideration
received from customers. HK$788,000 of the contract liabilities
as of 31 December 2019 has been recognised as revenue
for the year ended 31 December 2020 from performance
obligations satisfied due to the completion of services.

The Group has applied the practical expedient to its sales
contracts for advertising services and therefore the above
information does not include information about revenue that
the Group will be entitled to when it satisfies the remaining
performance obligations under the contracts for advertising
services that had an original expected duration of one year
or less. No other consideration is included in these sales
contracts.

e MR RRNE

For the year ended 31 December 2020
BE—F-_FFf - A=+—HIFE

B P

TEREHREFIRRFERREEPANZ
BRHREBEER

2020 2019
—g-gF - NF
HK$"000 HK$'000
FET FAT
2,358 4,254
1,159 788

EHBBEFEHBREFFENRERHS -
R_ZE—NAF+-_A=+—HBHZAHNARE
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

7. SEGMENT INFORMATION 7. DEEH
The executive directors have identified the Group has two HNITESFCE N ASENFELEEBLAE
reportable and operating segments in its continuing operations MEMNZ2MREES I - MEKIELESE
and one in its discontinued operations as described in note Fﬁ'Jﬁ*1I(E¥EWE£3 20) - RELE D
3.20. These operating segments are monitored and strategic HZENER  WELFHABRSHCEXEED
decisions are made on the basis of adjusted segment operating B FEHSRIIERE -
results.
Discontinued
Continuing operations operations
BESERE BHEEER
Sales of medical
Advertising - Recruitment ~ and health products Total Advertising - Train media Total
BEUA- 1R HEBRRRRER fi BEWA-EBEE A
2020 2019 2020 2019 2020 2019 2020 2019 2020 2019
- s R S e A e et S
HK$'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000
Tén | TEr | THn | TET | TEn | TEn | TEn | TEU | TEr | THo
Revenue - External sales WA-ohkE 18,247 53,032 1,804 = 20,051 53,032 - 4036 20,051 57,068
Reportable seqment oss)profi AERAS(EE) /i (15263) | (38%9) 4% - (4768) | 38%9) - | (14848) | (14768) | (18687)
Amounts induded in the measure of seqment AN BEREAHEE
profit o oss or seqment assets: HENEE
Depreciation and amortisaton FEREH 1,839 3,963 - = 1839 3963 - 1607 1839 11570
Impairment on trade and other receivables  ZHREMENFER
and loan receivables, net of reversel ENERRE  NREE 105 (1) - - 105 (1) - - 105 (1)
Interestincome HEMA (407) (409) - = (407) (409) - = (407) (409)
Reportable segment assets T2RTEE 17,18 26470 an - 17,750 26470 - - 17,750 26470
Reportable seqment liablties BEENH 10317 8,488 135 - | 1076 8,488 - - 08 8,488
There is no inter-segment revenue earned by the segments in A E A » 5% 57 Shik 2 BrER 5 26 i U
both years. e

KK Culture Holdings Limited Annual Report 2020
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

SEGMENT INFORMATION (Continued) 7.

Continuing operations
Reportable segments loss
Unallocated corporate income

Unallocated corporate expenses*

Finance costs

Loss before income tax

Reportable segments’ assets
Property, plant and equipment
Equity instruments at FVOCI

Right-of-use assets

Loan receivables

Deposits and prepayments
Cash and cash equivalents
Other corporate assets

Group's assets

Reportable segments’ liabilities
Amounts due to a director

FRSERER
20 BER
ADBEERA
AoEEEER*
fT5E A

el

e
fi

BR P {S50 Bl S 1R

TRBHWEE
% - SRR

BAVFEEF AL bEERE

RART A
EREEE
FEWE K
wE RIBNHK
RekRE&FERAR
HipREE

SEEE

A2HNEHAE

e —REFHA

Other borrowings HibEE

Lease liabilities HEBE

Other payables and accruals HAb B RIA R BT X
Other corporate liabilities EMEEE

Group’s liabilities SEBE

* Unallocated corporate expenses included staff costs and

depreciation at corporate level and legal and professional fee

incurred by the Group.

SE R @)

2020
—E-EE

—_—=—=

HK$'000
FEx

(14,768)
5,908

(12,303)

(1,262)

(22,425)

17,750
214

36,228
3,587
1,812
9,210

91,929

1

160,731

10,762
1,093
5,818

643
5,302
5

23,623

2019
—E-NF
HK$'000
FET

(3,839)
8,576
(25,655)
(808)

(21,726)

26,470
3,398

50,115
5,328
2,644
9,959

98,674

117

196,705

8,488
1,093
5,760
3,400
4,413

197

23,351

ANECEERBEARER LB THK
ARFENRAEERBNERRER

BH -

TTTEER KK ULERBRAR
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

7. SEGMENT INFORMATION (Continued) 7.

The Group's revenue from external customers and its non-
current assets other than financial instruments are divided into
the following geographical areas.

TEER =)
AEBREANREE 2 WA R EIERE
B (TaEMEIA)ES BN THE -

Revenue from external

customers
(Continuing operations) Non-current assets
REIIRRF 2 Wz
(FEREXK) FEREBEE
2020 2019 2020 2019
—BIEE | —_TNF | ZBEZBE | —TNF
HK$'000 HK$'000 HK$'000 HK$'000
FERT FAT FExT FHT
Hong Kong (domicile) B5(EREATE) 20,051 53,193 4,646 14,153

Sales by geographical markets are analysed based on the
location of customers and the geographical location of non-
current assets is based on the physical location of the assets.

Revenue from a major customer with whom transactions have
exceeded 10% of the Group's revenue is as follows:

Advertising — Customer A BE-—EFH

No single customer contributed 10% or more of the Group’s
revenue in 2020.

14() KK Culture Holdings Limited Annual Report 2020
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Notes to the Consolidated Financial Statements

e MR RRNE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

OTHER INCOME 8. HfblA
2020 2019
—ECEHF —TNF
HK$'000 HK$'000
FER FHT
Continuing operations BERSEEK
Interest income B A 1,262 1,093
Gain on disposals of investment properties H&ERE W E 2 Wz - 1,398
Gain on disposals of property, plantand  HE¥ZE - BE k&2 W
equipment 176 -
Leasing income HEWA 2,610 6,520
Government grant (note) U #RE (PR ) 300 =
Reversal on accrual for staff bonus B et B TIEAL 1,919 =
Exchange gain BEE 5, U A 45 -
Sundry income FETRUA 150 =
6,462 9,011
Note:  Government grant of HK$300,000 (2019: nil) obtained from Btz : BB AR RITT R BT BT B R

Employment Support Scheme (“ESS”) under the Anti-epidemic
Fund launched by the Government of the Hong Kong Special
Administrative Region supporting the payroll of the Group's
employees. Under the ESS, the Group had to commit to spend
these grants on payroll expenses, and not reduce employee
head count below prescribed levels for a specified period of
time. The Group does not have other unfulfilled obligations
relating to this program.

E& MR ETEI (R IFTE) B
B R T #7686 300,0008 T ( Z T — A& -
E)ARIMAEEREFHE - BIRMR
BE S AEEAEAHE S ZSHIE
EHEMY B TR BT AZEZER
B IR MR EKF - REE T EARE
BbET BB E M AR BITE A

FINANCE COSTS 9. HMBEH
2020 2019
bt 242 —ZE-NF
HK$'000 HK$'000
FExT FHET
Continuing operations BEREET
Interest charges on other borrowing with EfEEZFEE  EhEeE
repayment on demand clause TRIR BB K2 NG 1,105 509
Interest on lease liabilities HEBENE 157 607
1,262 1,116

ZTTFFHR KK ULERERAR
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

10.

LOSS BEFORE INCOME TAX

Continuing operations

Loss before income tax is arrived at after
charging/(crediting):

Auditor’s remuneration

Depreciation of property, plant and
equipment (Note 17)

Depreciation of investment properties
(Note 18)

Depreciation of right-of-use assets
(Note 19)

Employee benefit expense (including
directors emoluments) (Note 12)

Exchange (gain)/loss, net

Gain on disposals of property, plant and
equipment

Gain on disposals of investment properties

Impairment on trade and other receivables
and loan receivables, net of reversal

Short-term lease expenses

Low-value assets leases expenses

Cost of inventories recognised in direct
operating costs

Direct operating expenses arising from EERSWAZIREYHE Y
investment properties that generated HELERX
rental income

Note: During the year, auditor’s remuneration for other services PR

10. FRFAGHAIER

BTGB IEE HkR,(GTA)
THIFIA
- Glln

W - BERERBZITE(HFE17)

REMEZIE(FIEE18)

AR E 2 I E (HEE19)

BEERIMAXZ (PIEESME)
(Mf7E12)

P& X, (W), /B BIF

HEWE  BERRE 2 S

hEREYF 2 ek

B 5 M FEHGRIA A K
FEE TR ZRE - kR

R SRS

EEEEEREMX

ERNEREERANTFERAR

amounted to HK$70,000 (2019: HK$100,000).
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2020
—E-EE

—_—=—=

HK$'000
FEx

500

485

3,435

24,898
(45)

(176)

124

1,309

2019
—TNEF
HK$'000
THT

500

2,949

133

7,480

36,939

480

(1,398)

1,060

59
20

77

CRAFEAR - RBEVEMRE 2SS
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11.

DIRECTORS’ REMUNERATION AND SENIOR

Notes to the Consolidated Financial Statements

MANAGEMENT'S EMOLUMENTS

(a)

Directors’ emoluments

The aggregate amounts of the emoluments paid or

payable to the Directors are as follows:

e BERRHE

For the year ended 31 December 2020
BE—FE-_FTFES - A=+—HIFFEF

1. EEHEREREEEHE

(a) E=M=
ENSENEEZMEEENT

Retirement
Salaries and benefit scheme
Fee allowances  contributions Total
BIRER
e FoRRE HE Gt ast
HK$'000 HK$'000 HK$'000 HK$'000
T TET TET TEn
2020 ZECEF
Executive director BITES
Mr. Tsang Hing Bun DEERE 600 - - 600
Non-executive director FHITES
Mr. Yiu Yu Cheung HFHEAE 683 - - 683
Independent non-executive BYFHITES
directors
Mr. William Keith Jacobsen EEEAE 120 - - 120
Mr. Chan Chiu Hung, Alex RS A 120 - - 120
Dr. Leung Ka Kit PMEEET 120 - - 120
1,643 - - 1,643

—zossg KKereraad 143



Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

11. DIRECTORS’ REMUNERATION AND SENIOR 11. EEMERSREEEBMNE =)
MANAGEMENT’'S EMOLUMENTS (Continued)
(@) Directors’ emoluments (Continued) a) EEM2#E)
Retirement
Salaries and  benefit scheme
Fee allowances contributions Total
RIRIEF
e He N2 BESA A&t
HK$'000 HK$'000 HK$'000 HK$'000
TET THT THET THT
2019 “Z-NF
Executive directors BITES
Mr. Liu Gary Wei (resigned on B (R —F—NEF
23 January 2019) —RB=+=H§F) 22 = = 22
Mr. Tsang Hing Bun SEESAE 650 = = 650
Non-executive director FHITES
Mr. Yiu Yu Cheung HFEALE 680 220 = 900
Independent non-executive BYFHITES
directors
Mr. William Keith Jacobsen EEHEs 120 = = 120
Mr. Chan Chiu Hung, Alex BRI 120 - - 120
Dr. Leung Ka Kit (appointed on 2B (R=F—NF
10 June 2019) NATREZRD) 73 = = 73
Mr. Chan Siu Lun (retired on BRERTER=T—NE
10 June 2019) NATREM) 53 - - 53
1,718 220 = 1,938

Fees and other emoluments paid to or for the Directors
are generally emoluments in respect of those persons’
other services in connection with the management of
the affairs of the Company and its subsidiaries.

During the years ended 31 December 2020 and 2019,
none of the Directors waived or agreed to waive any
remuneration and there were no emoluments paid by
the Group to the Directors as an inducement to join, or
upon joining the Group, or as compensation for loss of

office.
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11. DIRECTORS’ REMUNERATION AND SENIOR 11.

Notes to the Consolidated Financial Statements

MANAGEMENT’S EMOLUMENTS (Continued)

(b)

Five highest paid individuals (b)

The five individuals whose emoluments were the
highest in the Group for the year included none of the
Directors (2019: nil) whose emoluments are reflected
in the analysis presented above. Emoluments paid or
payable to the five (2019: five) individuals during the
year are as follows:

e BERRHE

For the year ended 31 December 2020
BE—FE-_FTFES - A=+—HIFFEF

EEMERSREERME @)

AfUESHMAL
AEBRFEZAUKSHFMAL
Y ABEREENES(ZT-NF:
) REZHMEERLEXENZD
Mrep iR - REFEMSEMN AL
“E-NF A RSFMAL
ZHEBIT

2020 2019

e —T-NF

HK$000 HK$'000

FHET T

Salaries, allowances and other benefits & - 2848 R HMEF 6,141 12,638

Discretionary bonuses BYIBIEAT 1,190 1,960
Retirement benefit scheme RIREFIGT B

contributions 42 54

7,373 14,652

The emoluments fell within the following bands:

e THIEE -

Number of individuals

Emolument bands

HK$1,000,001-HK$ 1,500,000
HK$1,500,001-HK$2,000,000
HK$2,000,001-HK$2,500,000
HK$2,500,001-HK$3,000,000
HK$3,000,001-HK$3,500,000
HK$3,500,001-HK$4,000,000

i <2 5 =]

1,000,001 % 1,500,00078 7T
1,500,001/ 22,000,000/ 7T
2,000,001 702 2,500,00078 70
2,500,001 723,000,000 70
3,000,001 7% 3,500,000/ 70
3,500,001/ 724,000,000/ 7T

A
2020 2019
—EEHF —E-NF
3 _
1 1
1 1
- 1
- 2
5 5

ZTTFFHR KK ULERERAR
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

11. DIRECTORS' REMUNERATION AND SENIOR 11.

MANAGEMENT’S EMOLUMENTS (Continued)
(b) Five highest paid individuals (Continued)
During the years ended 31 December 2020 and 2019,
no emoluments were paid by the Group to any of the
five highest paid individuals as an inducement to join
or upon joining the Group or as compensation for loss
of office.

12. EMPLOYEE BENEFIT EXPENSE (INCLUDING 12.

DIRECTORS' EMOLUMENTS)

EEMERSREERME @)

(b) FHUESHFMALE)

REBEEZEZT_TFR-_FT-NF
+TZA=1+—HLEFE  AEEW
EINe FRUSSHEAL @ £
BRS|EEMARE B AR IALR
S B 2 R X S E AR E -

EERAMAX(BRESHE)

2020 2019
—EIERF —E-NEF
HK$’000 HK$'000
FET T

Continuing operations HEREER
Directors’ fees ETioka 1,643 1,718
Wages, salaries and other benefits TE - #Hie REAMERN 22,721 34,396
Retirement benefit scheme contributions  iRRIEFIET 23R 534 825
24,898 36,939
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13.

Notes to the Consolidated Financial Statements

INCOME TAX CREDIT

On 21 March 2018, the Hong Kong Legislative Council passed
The Inland Revenue (Amendment) (No. 7) Bill 2017 (the “Bill")
which introduced the two-tiered profits tax rates regime. The
Bill was signed into law on 28 March 2018 and was gazetted
on the following day. Under the two-tiered profits tax rates
regime, the first HK$2 million of profits of the qualifying group
entity would be taxed at 8.25%, and profits above HK$2
million would be taxed at 16.5%. The profits of group entities
not qualifying for the two-tiered profits tax rates regime would
continue to be taxed at a flat rate of 16.5%.

Continuing operations HEREER
Hong Kong profits tax BEBENER
Current year REE

Over provision in prior years B FERRERE

13.

e MR RRNE

For the year ended 31 December 2020
BE—F-_FFf - A=+—HIFE

FrEBiiE R

NRZE—N\F=ZA=+—8 BELEE
BT —EFRBUEET) (BT IEHIE
(MEFIEZR]) - S| AFRARHIF S5
AEPIERR=ZZE—NF=A=+/\H
BEE WNBETIBEER - BIEM
EREIFISHERE  GEREEERE2A
BB A8 1E8.25% B REAH - MiHRE2
BEBLZEMNGER16.5%MEME - T~
HEMBHFESHEFNEER  EEEE
2 G AR TN %R 16.5 % S AN IR o

X

N

&)

mm»ﬂr

2020 2019
—g-®F  —T-AF
HK$'000 HK$'000
FiEx FHT
82 -

(148) (271)

(66) (271)

ZTTFFHR KK ULERERAR
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

13. INCOME TAX CREDIT (Continued)

Reconciliation between income tax credit and accounting loss

at applicable tax rates is as follows:

Loss before income tax from
continuing operations B8

Notional tax calculated at the rates
applicable to the losses in the tax
jurisdictions concerned

Tax effect of non-taxable revenue

Tax effect of non-deductible expenses 7
Tax effect of tax losses not recognised ﬂiﬁﬁu FIAEE 2 B2
Over provision in prior years BEFERERE
Income tax credit FrEHE L

14. DISCONTINUED OPERATIONS 14.

On 29 March 2019, the Group entered into a sale agreement
to dispose of the entire interest in Fullmoon Global Limited and
its subsidiaries (the “Disposal Group”), which was engaged in
provision of advertising services. The disposal was completed
on 6 June 2019, the date on which the control of the Disposal

Group passed to the acquirer.

The operations of the Disposal Group represented the entire
business segment of provision of advertising services in the
People’s Republic of China (the “PRC") of the Group and
therefore, they are presented as discontinued operations in
2019 group accounts in accordance with HKFRS 5 “Non-
current Assets Held for Sale and Discontinued Operations”.

KK Culture Holdings Limited Annual Report 2020

13.

//\P%$RLIQAZ$R‘%% 7 EB
PRI 2 2 B 75

=

FREBER @

REFECEEREL ZRAEHA

HENEA - REBRUAERR
EBERERREAE

FEHErBRERNEFE 5 EE
R -
2020 2019
—ECEF —T-hEF
HK$'000 HK$'000
FET FAT
(22,425) (21,726)
(3,700) (3,584)
(191) (314)
41 2,293
3,932 1,605
(148) (271)
(66) (271)
E A iﬁ(«#&%i‘%
RZEBE—HFE=A=-+hB "&EE:]L

—fH HEHE - 1S K Fullmoon Global
Limited R X BAR([HEERE]) 22 F
B ZARNEERERGES - HEF
HER_ZE—NFNANBZEK HEE
BrEHEERNEBERTRES -

HERBZEBAARSEEREARKM
B(TFEDERESREZ2MWEE D
B Bt REBEFEMBHRELERIFSH
[FEHEZIRDEERDKRILEEE
Bl BT - NFEERFPHII/ERL
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Notes to the Consolidated Financial Statements
e B ISR R MR

For the year ended 31 December 2020
BE—FE-_FTFES - A=+—HIFFEF

DISCONTINUED OPERATIONS (Continued) 14. ERLREXEK @)

An analysis of the results and cash flows of the discontinued HiEeBEankEMEEKGERUAREER
operations included in the consolidated statement of profit or ERMERTERIELEER  XERAS
loss and other comprehensive income and the consolidated MELANAT :

statement of cash flows are as follows:

2019

S

HK$'000

FET

Turnover e 4,036

Direct operating costs EREE KA -

Gross profit E7H 4,036

Administrative and other operating expenses THRREMSEER (9,394)

Finance costs 5% A (957)

Loss before income tax from discontinued operations T 4% |- 84 2765 2 [ PS5 Al 518 (6,315)

Income tax expense FriSHiFR X =

Loss after income tax from discontinued operations B 4% |FAC & 275 2 BTS2 E18 (6,315)

Loss on disposal of subsidiaries (Note 40) i E T A 7] 2 E51E (B 5E40) (8,533)

Loss for the year from discontinued operations B #& [F&& %78 > & X &8 (14,848)
The net cash flows related to the Disposal Group are as HHEEFERE RS RS FEMT :

follows:

2019

—EhEF

HK$’000

FAT

Net cash inflows from operating activities KEEBELE 2R AT 13,800

Net cash outflows from investing activities KEEBEE CRemLFE (14,298)

Net cash outflow IR &7 F R (498)

ZTTFFHR KK ULERERAR
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

15. DIVIDENDS

16. LOSS PER SHARE

15. BRE
The Directors do not recommend the payment of dividend for EETERERTEEZE_ZE-_ZFRK_F
the years ended 31 December 2020 and 2019. —NFE+ZA=+—HLEFEZRE -
16. BREE
(a) For continuing and discontinued operations (a) MPFELERCRILEERE
The calculation of basic and diluted loss per share RARIERRRIEN 2 BREAR
attributable to equity shareholders of the Company is BSEEETIRE A TSR E -
based on the following data:
2020 2019
bt 222 —E-hF
HK$'000 HK$'000
FERT FHET
Loss for the year attributable ARD EI R R R 2
to equity shareholders of the REEEE
Company
Continuing operations SIECEETS (22,562) (21,455)
Discontinued operations EAR BT - (12,322)
(22,562) (33,777)
Number of shares
igng - ¢=!
2020 2019
—E-EF —E-NF
‘000 ‘000
T T
Weighted average number of ordinary ARG ESREARESIEZ
shares for the purpose of basic loss AR I B
per share 446,614 446,614
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Notes to the Consolidated Financial Statements

LOSS PER SHARE (Continued)

For continuing operations

The calculation of basic loss per share from continuing
operations was based on the loss attributable to
equity shareholders of the Company from continuing
operations of HK$22,562,000 (2019: HK$21,455,000)
and the denominators used were the same as those
detailed above for both basic and diluted loss per
share.

For discontinued operations

In 2019, the calculation of basic loss per share from
discontinued operations was based on the loss
attributable to equity shareholders of the Company
from discontinued operations of HK$12,322,000
and the denominators used were the same as those
detailed above for both basic and diluted loss per
share.

In 2020, diluted loss per share attributable to equity

shareholders of the Company was the same as basic loss

per share as the Company did not have any potential equity

instruments throughout the year.

In 2019, diluted loss per share attributable to equity

shareholders of the Company was the same as basic loss per

share as the impact of the exercise of share options was anti-

dilutive.

e MR RRNE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

16. BREE®)

(b)

()

AA —
N
)\_

BECEEBSREAEBIHIER
FHE IS & S5 R K1 AR 2 AR R FE
16 B8 22,562,000 T (—ZE— N
£ : 21,455,000/ 7C) 5T & - FIE A
ZAOTE P gRERNREEEIE
FfE &R o

MORIEREER
RZT—NF BERIECEXER
BREAEBHERELIELE
EBRARNAIEZREEGERE
12,322,000 T E - FTEA 2D
EL bl R E AN R B & 1R P E
A& -

ToZTF - ARARFREFLEE

MEERATR  NARERRREGS
g IR SR EAEEAR -

W=

=7

e

T-NEF ARTEBREAREE

F AR RS BR G ZREEEE

HERREAERAER -
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

17. PROPERTY, PLANT AND EQUIPMENT 17. W% BERZE

Computer
equipment
Furniture and Office Leasehold and Motor
fixtures  equipment improvements system vehicles Total
ElRE
GREZE  BOZRE HELE REZ& RE &it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T T T
At 1 January 2019 R=2-NF-A-A
Cost R 1,446 1,261 9,728 23,057 1,966 37458
Accumulated depreciation ZiE (1,397) (1,240) (4.275) (22,99) (1,163) (31,071)
Net book amount REFE 49 2 5,453 61 803 6,387
Yearended 31 December 2019 HE-F-NE+-A=t+-H
I
Opening net book amount ENREFE 49 i 5453 61 803 6,387
Additions RE - - - 3 - 3
Depreciation il 42) (10) (2,386) (37 (474) (2,949)
Closing net book amount ERRETE 7 l 3,067 27 329 3441
At 31 Decernber 2019 and RIE-NE+-A=+-Bk
1 January 2020 “2-Z25-f-H
Cost KA 1,446 1,261 9,728 23,060 1,966 37,461
Accumulated depreciation ZithE (1439) (1,250) (6,661) (23,033) (1,637) (34,020)
Net book amount REFE 7 11 3,067 2 329 3441
Yearended 31 December 2020  HE-Z-FF+-A=1-H
HEE
Opening net book amount ENREFE 7 11 3,067 27 329 3,441
Additions e = 4 - 2 = 26
Disposals e - - 2,734) = = (2,734)
Depreciation e @ (5) (333) 27) (116) (485)
Closing net book amount ERRETE 3 10 - 2 213 218
At 31 December 2020 R-B-BF+-R=1-H
Cost XA 1446 1,265 - 23,082 1,966 27,759
Accumulated depreciation Zithe (1,443) (1,255) - (23,060) (1,753) (27,511)
Net book amount REFE 3 10 = 2 213 28
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Notes to the Consolidated Financial Statements
e B ISR R MR

For the year ended 31 December 2020
BE—FE-_FTFES - A=+—HIFFEF

INVESTMENT PROPERTIES 18. REWZE
2019
—E-NF
HK$'000
FH&TT
At 1 January R—H—H
Cost B 11,654
Accumulated depreciation 25t E (2,023)
Net book amount BRI FE 9,631
Opening net book amount FAEREFE 9,631
Depreciation e (133)
Disposals e (9,498)
Closing net book amount FARREFE =
At 31 December R+=—A=+—8H
Cost A -
Accumulated depreciation ZFHTE =
Net book amount REFE -

TTTEER KK ULERBRAR
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

19. RIGHT-OF-USE ASSETS 19. FHEEE
Leased Office
properties equipment Total
HEYWE WAERE &5t
HK$'000 HK$'000 HK$'000
T T F&TT
At 1 January 2019 RZZE—NF—HA—H
Cost RN 16,512 581 17,093
Accumulated depreciation REtihE - - -
Net book amount REVEE 16,512 581 17,093
Year ended 31 December 2019 (2T —NF
T A=+—RILEEE
Opening net book amount FYREFE 16,512 581 17,093
Additions NE 1,099 = 1,099
Depreciation e (7,348) (132) (7,480)
Closing net book amount FAREEFE 10,263 449 10,712
At 31 December 2019 and R-ZT—N&F
1 January 2020 +=—A=1+—
—EoTF—
Cost PR AR 17,611 581 18,192
Accumulated depreciation 5t E (7,348) (132) (7,480)
Net book amount REDVFE 10,263 449 10,712
Year ended 31 December 2020 e
F+TZA=T—RHILEEE
Opening net book amount FHAREFE 10,263 449 10,712
Effect of lease modification HEBRTE (2,905) 26 (2,879)
Depreciation e (3,298) (137) (3,435)
Closing net book amount FRAREFE 4,060 338 4,398
At 31 December 2020 RZZZTF
+=—A=+—8
Cost AN 14,706 607 15,313
Accumulated depreciation R E (10,646) (269) (10,915)
Net book amount BRMHFE 4,060 338 4,398
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Notes to the Consolidated Financial Statements

RIGHT-OF-USE ASSETS (Continued)

Expense relating to short-term leases
and other leases with lease terms end
within 12 months of the date of initial
application of HKFRS 16

Expense relating to leases of low-value

BRZER

assets, excluding short-term leases of
low value assets
Total cash outflow for leases

For both years, the Group leased various offices premises
and office equipment for its operations. Lease contracts are
entered into for fixed term of one to four years (2019: two
to five years), but may have extension options as described
below. Lease terms are negotiated on an individual basis and
contain a wide range of different terms and conditions. In
determining the lease term and assessing the length of the
non-cancellable period, the Group applies the definition of a
contract and determines the period for which the contract is
enforceable.

The Group regularly entered into lease of low-value assets for
internet access line. As at 31 December 2020 and 2019, the
portfolio of lease of low-value assets is similar to the portfolio
of lease of low-value assets to which the lease of low-value
assets expense disclosed in note 10.

The Group has an extension option for a leased property. This is
used to maximise operational flexibility in terms of managing
the assets used in the Group's operations. The extension
option held are exercisable only by the Group and not by the
respective lessor.

RASELZREREAR

e MR RRNE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

19. FAEEE®)

HEHHEE RHEHN &R ER
ERUHREERE
et 12 A AR EfbEE

1657 % B

HEEREEEEAMRIER
TEREEEEECZEHHEE

2020 2019
= i —TNF
HK$’000 HK$'000
FET TAT

- 59

6 20

4,677 9,985

RMRFA - AEEBEZERLDE LM}
RREANEE - HESRIABEHR—
ENF(ZFT-NF: _ERF)FIL B
HEAEHEER (N TIAML) - HEK
R ERIEEHE - B2 SENRIERRR
iRt - REEEE BN FHE T REEE
RER  AKEERAGRZERLEES
R AT SR IR T 2 HAFA] o

AEBTERREMBERITLEEEEE
B - R_F_FTFR-_F-NF+=-HA
=t+—R EKEEEEHESHESENEI0
PIEENEEEEERERXNEEESE
EREAEEM -

AEERAHEMRATHE - LIHTAR
ERASELEMAEENANSEER
AERAL - FENEHEENHARHE
mSEARRE A ATTEE ©

TTTEER KK ULERBRAR
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020

BE _E-—FFf - H=+—HIFEF

19.

20.

RIGHT-OF-USE ASSETS (Continued)

The Group assesses at lease commencement date whether
it is reasonably certain to exercise the extension option. In
addition, the Group reassesses whether it is reasonably certain
to exercise an extension option, upon the occurrence of either
a significant event or a significant change in circumstances that
is within the control of the lessee. In 2020, no such triggering
event happened. In 2019, the Group was exercised above said
extension options and resulted additional lease liabilities of
HK$757,000.

For the year ended 31 December 2020, the total cash outflow

of HK$2,380,000 was paid for leased properties under sub-
leases (2019: HK$5,711,000).

Details of the lease maturity analysis of lease liabilities are set
out in notes 32 and 45(d).

GOODWILL

HARE(E
R—A—H

Gross carrying amount
At 1 January
Derecognised on disposal of subsidiaries

At 31 December R+=—A=+—8H
Accumulated impairment loss 2iPBEEE
At 1 January R—H—H

Derecognised on disposal of subsidiaries

At 31 December R+=-—A=+—H

SREFE

Net carrying amount
At 1 January and 31 December

KK Culture Holdings Limited Annual Report 2020

19.

20.

5 BB A B BB AR

HH 5 BB % AR U H e a8

FEREEE#)
AEERBERSLANTGEEEOERE

ITEEEAME o LN - EBRESRKEHHE
ABAZEHAER NHREANEE - K
SEeENT AL A ERET I
BoRZTTF  BMETEEESMG-
RZZE—NF  NEEFTEE Dt Hi% -
B ELEREINMAE S E757,0008 7T

BE_Z-_EF+_A=1T—RHLFE -
EmofEzHEMELINBREREAR
2,380,000/ L (= Z — /L4 : 5,711,000/
JL) °

FEHESaE2HEHRAI T 2HEBEHN
P5E32 K B E45(d) °

e
2020 2019

. —TNF
HK$'000 HK$'000
T THT
14,119 17,330

- (3.211)

14,119 14,119
14,119 17,330

- (3.211)

14,119 14,119

R—A—HBAE+=-—A=+—8H - _



Notes to the Consolidated Financial Statements
e B ISR R MR

For the year ended 31 December 2020
BE—FE-_FTFES - A=+—HIFFEF

21. OTHER INTANGIBLE ASSETS 21. HiEREE
Advertising
agency license
rights
B RIS
2019
—E-hF
HK$'000
FHTT
At 1 January R—A—H
Gross carrying amount HERTAE 194,899
Accumulated amortisation and impairment ZETE RO (E (172,050)
Net carrying amount AREDFE 22,849
Year ended 31 December BE+-A=1+—HLEE
Opening net carrying amount BRF AR EDFE 22,849
Amortisation B (7,607)
Disposal of subsidiaries (Note 40) &I B A R (HI7E40) (15,242)
Closing net carrying amount FAREmFE -
At 31 December R+=A=+—H
Gross carrying amount AR (E =
Accumulated amortisation and impairment ZEHE RO (E -
Net carrying amount REVFE =

—ToTEER KKXeeRERAE 1D/



Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

22. EQUITY INSTRUMENTS AT FVOCI

22. BAVEEFAEMZEREZ
BRATH

2020 2019
e —TNF
HK$’000 HK$'000
FET FH&TT

Hong Kong BB
— Listed equity securities — FTIRAES 31,250 44,560
— Suspended listed equity securities (Note) —E{=E & 2 EHRAES (HizE) 4,978 5,555
36,228 50,115

Note: As at 31 December 2020, the Group’s investment in equity
instruments of HK$4,978,000 (2019: HK$5,555,000) was
obtained from disposal of subsidiaries in June 2019 (Note 40).
The shares have been suspended from trading in the SEHK

since July 2019.

Movement in equity instruments at FVOCI is as below:

fiax: RZZET-_FTF+_A=+—H" ' &
EE 4,978,000 L (=T — NEF -
5,555,000 70) ZIRAT A ZIE + T)
R=—ZT—NEFALEWB R RERS (K
#$40) - BRI E-_Z—NELADEER

BRBMITEE -

BAFEESAEMCEEKGEZBEATA

ZEHmT
2020 2019
223 —ET—NF
HK$'000 HK$'000
FHBxT FHBT
At 1 January n—HA—H 50,115 26,852
Consideration shares received as B S B A R MU E 2 (B
a result of disposal of subsidiaries Rt (BE40)
(Note 40) - 9,846
Net fair value changes taken to other Hth2EWaE s A EEED
comprehensive income FRE (13,887) 13,417
At 31 December R+ZH=+—H 36,228 50,115

Listed equity securities with carrying amount of HK$31,250,000
(2019: HK$44,560,000) are measured at fair value which has
been determined directly by reference to published price and

quotations in active market (2019: same).
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R AR S 2 BRAI{E 31,250,000/ 70 ( =
T —FL4F 1 44,560,000 7T ) IR A FBEET
2 AV EECEESLEEZRMBZARH
BREBEET(ZE—HLE : AHR) -
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23.

Notes to the Consolidated Financial Statements

EQUITY INSTRUMENTS AT FVOCI (Continued)

Listed equity securities with carrying amount of HK$4,978,000
(2019: HK$5,555,000) are measured at fair value which
has been determined based on a comparison approach by
reference to comparable listed equity securities as available
in the relevant market and is adjusted at the end of each
reporting year for the lack of marketability (2019: same).

These investments are not held for trading, instead, they are
held for long-term strategic purposes. The Directors have
elected to designate these investments in equity instruments
as at FVOCI as they believe that recognising short-term
fluctuations in these investments’ fair value in profit or loss
would not be consistent with the Group'’s strategy of holding
these investments for long-term purposes and realising their
performance potential in the long run.

LOAN RECEIVABLES

Loan receivables FEWE K
Less: Provision for impairment B ORBERE
Loan receivables — net W E TR — F5E

Ageing analysis of loan receivables, net of provision as at
31 December 2020 and 2019, based on past due date, is as
follows:

Not past due RiBHEA
Within 30 days 30KA
Over 1 year BRI

22.

23.

e MR RRNE

For the year ended 31 December 2020
BE—F-_FFf - A=+—HIFE

BEATEEFARMEZERKRR Z
BRATR%)
ETRRAEE 5 2 BRI {E 4,978,000/ 7 (=
z— ni-aﬁammmwﬁﬁ$ﬁﬁﬁ
AFEEDREHEBETISAE LR
J:I‘DHX$ EHIRLBUABETE - YR &S
FRERBREMHSRAEMELAR(ZE
—NF : HHR) °

HERELIEFEEE k2 BEFER
HREEN  EECRERTHERAT
BEREBEAFEESALMEZEKE
TDARERE  REZAERHSFERER

FEEZEHEDERNEEFFUHFRE
ERHENINEEERERBEN IR
BETARFT o

FERE R

2020 2019

—z-%s —h

HK$'000 HK$’000

Fh5 BT

13,831 14,700
(611) (649)

13,220 14,051

REMBAE D  R-F_FTER_F—A

FHA=+—B 2 BRERNREE)
ZHEBHTMT -

2020 2019

SE L —NnsF

HK$'000 HK$’'000

FH 7T BT

12,420 12,351

- 1,700

800 =

13,220 14,051

ZTTFFHR KK ULERERAR
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

23.

KK Culture Holdings Limited

LOAN RECEIVABLES (Continued)

Included in the carrying amount of loans receivables as at

23.

31 December 2020 is provision of impairment losses of
HK$611,000 (2019: HK$649,000). Details of impairment
assessment are set out in note 45(a).

Loan receivables comprise:

HK$1,000,000 fixed-rate
loan receivables

1,000,000/ 7T
R EKER

HK$1,000,000
(2019: HK$2,000,000)
fixed-rate loan
receivables

1,000,000/8 7T
(ZZB—N%F:
2,000,00077T)
EERKER

US$1,500,000 fixed-rate
loan receivables

1,500,0003 7T
EEEWER

Due date
Z|HE A

6 May 2020 and
subsequently extended
to 6 May 2021

—ETFRAARNBR
BERIEHE—_T——F
R ANAE

28 December 2019

—E-NEF+=-A=-1+NARH

31 August 2020 and
subsequently extended
to 31 July 2021

—ZZFNA=+—RHK

BERIEHAE —_T - —4
+A=+—8

Annual Report 2020

Securities

B

None

None

None

BWER =)
R-B-—TE+-F=+—0  BREX
7 B T B R 1 S 1B B 18 611,0005% 7T
(ZZT— N4 : 649,00087T) - WETHEZ
SHIBEF T EE45(a)

W EREIE
Effective
interest rate Gross carrying amount
BRA= ERE(E
2020 2019
—EIRF —TNF
HK$’000 HK$'000
FExT THT
12% 1,191 1,060
10% 1,000 2,000
3.5% 11,640 11,640
13,831 14,700
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Notes to the Consolidated Financial Statements
e B ISR R MR

For the year ended 31 December 2020
BE—FE-_FTFES - A=+—HIFFEF

INVENTORIES 24. &
2020 2019
—EB-EF —ZE-NF
HK$’'000 HK$'000
FET FAT
Trading stocks 2 ZMm 20 =
TRADE RECEIVABLES 25. B EWFIE
2020 2019
—ECEF —E—NF
HK$°000 HK$'000
FH&T FAT
Trade receivables B 5 EEIA 2,478 4,440
Less: Provision for impairment B RER (120) (186)
Trade receivables — net B 2 e IE — 55 2,358 4,254
Movement in the provision for impairment loss on trade B WA 2 REEER e T ¢
receivables is as follows:
2020 2019
—E-EF —T-hF
HK$’000 HK$000
FET FAET
At 1 January ®n—A—H 186 8,314
Impairment loss recognised during FANEERBEEE
the year 100 4
Impairment loss recovered during FAE W ERERE
the year (3) (12)
Write-off i (163) -
Disposal of subsidiaries (Note 40) HEHE AR (MiFE40) - (8,120)
At 31 December R+—A=+—8 120 186

TTTEER KK ULERBRAR
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

25. TRADE RECEIVABLES (Continued)

The following significant changes in the gross carrying

amounts of trade receivables contributed to the decrease in

the loss allowance during 2020:

- Trade receivables net of those impaired resulted in
an decrease in loss allowance of HK$3,000 (2019:

HK$12,000);

- Increase in days past due over 30 days resulted in
an increase in loss allowance of HK$100,000 (2019:

HK$4,000); and

- Write-off of trade receivables with a gross carrying
amount of HK$163,000 (2019: nil) resulted in a
decrease in loss allowance of HK$163,000 (2019: nil).

The Group recognised provision for impairment of trade

receivables based on the accounting policy stated in note 3.7(b)
for the years ended 31 December 2020 and 2019.

Ageing analysis of trade receivables, net of provision as at 31

December 2020, based on invoice date, is as follows:

0-30 days
31-60 days
61-90 days
91-120 days
121-150 days
Over 150 days

Total trade receivables
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0&E30K
31E260X
61E290K
91E120K
1212150k
A 150K

B PR IREER

25.

YA ETENE )
R-B-TF . BHREWREGERED
BT A EHEREERD -

= B 5 EWEIE (R ERES D) E
BEBEBEER L3008 T(=F
— N4 : 12,0007T)

- BHIEBE30R 2 FIRIEN - BEE
B EEIN100,0008 T(ZF—N
1 4,00087T) : &

- i $5 BR T 4218 & 163,0008 T 2 &
SEWRB(ZZE—NF : &) F
BE B ER A 163,000 T (=&
—NEF &)

HE_Z2_Z2FK-_F—NF+=A
=+—HILEFE  ANEEREWNES 70T
BB BRERE SR W IE R E R
& o

RoT-—=fEt-A=t-BrESEK
HOE R B R B e 2 R A
o

2020 2019
—g-%8F —TNF
HK$'000 HK$'000
Fi# T FHT
2,269 3,941
85 242

4 37

- 18

- 12

- 4

2,358 4,254
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26.

Notes to the Consolidated Financial Statements

TRADE RECEIVABLES (Continued)

The Group allows a credit period from 7 to 120 days (2019: 7
to 120 days) to its customers.

The Directors consider that the fair values of trade receivables
are not materially different from their carrying amounts
because these amounts have short maturity periods on their
inception.

The Group applies the simplified approach to provide the ECL
prescribed by HKFRS 9. A provision of HK$120,000 (2019:
HK$186,000) was made against the gross amounts of trade
receivables during the year. Further details on the Group’s
credit policy and credit risk arising from trade receivables are
set out in note 45(a).

At 31 December 2020 and 2019, the Group did not hold any
collateral as security or other credit enhancements over the
impaired trade receivables.

OTHER RECEIVABLES, DEPOSITS AND
PREPAYMENTS

Other receivables H b pE U RIE
Deposits Ze
Prepayments (Note) TR (PR EE)

AR

Less: Provision for impairment Vo

Note: Prepayments include prepaid sponsorships and prepaid

advertising expenses in both years.

Included in the carrying amount of other receivables and
deposits as at 31 December 2020 is accumulated impairment
losses of HK$75,000 (2019: HK$789,000). Details of
impairment assessment for the year ended 31 December 2020
are set out in note 45(a).

25.

26.

e MR RRNE

For the year ended 31 December 2020

BE B FEf A= —HILFE
B EWFIEZ)
REFETHEFTIE120Kk(ZE—h4F :
F120K)ZZEH -
BERE BAREHEcEERBEITNE
HERNER  WESERFEZAFEE

EEHELESEAER -

AEBERABCOEARHBEMBREE
AFMRATRECBHEEEE - FARE
5 P W R TR 48 RR 1 H K 5120,0008 7T (=
T—N%F :186,000/87T) - BRAANKEE
= kﬁ&f’f%fﬂ&mlﬁﬁi,z%%@ﬁﬁz
i — T EHIEENIEEA5() °

R-B_ZEFER-_FB-HAF+_HA=1—
B - NEEILEGDREE S REIAR
BEMERERIEMMBEEEEZE
i o

HBWRIE - S RENK
2020 2019
—z-%F —neE
HK$'000 HK$’'000
FiEx FBT
3,934 1,273
2,622 2,661
4,615 9,997
11,171 13,931
(75) (789)
11,096 13,142
e - RNREEmESEANEAENRBERX

RIENESH -

R-ZZF-_FTF+ A=+ —HEMEKRR
ERkEe s EEERRERGTBRERRE
75,000 7T (ZFE—LF : 789,000/87T) °
BE_ZT-_ZHF+_A=1t—HLFER
ERHE 2 FIEE M FE45() °

ZTTFFHR KK ULERERAR
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

27. CONTRACT LIABILITIES 27. BREE
2020 2019
bt 242 —T-NF
HK$'000 HK$'000
FET FHT
Contract liabilities arising from: U TNEHELZEHEE -
Provision of advertising services RIEEERS 1,159 788
Typical payment terms which impact on the amount of FELSYNABESB . MRMNTIERLT :
contract liabilities are as follows:
Provision of advertising services RHESR%
The Group may take certain deposit on acceptance of the AREFBAREXFTERKRETERE IR
order, with the remainder of the consideration payable at - MEREFRERRHREE ST -
the earlier of provision of services. The deposit remains as a RZeMAREHNEE EEESBETHIE
contract liability until such time as the work completed to date Biake 2 BEARRE AL -
outweighs it.
Movements in contract liabilities EHNEERH
2020 2019
ZEIERF —E-NEF
HK$'000 HK$'000
FHET FAT
Balance at 1 January R—A—B 2z &% 788 612
Decrease in contract liabilities as a result of FRMER ZWHEHR AL AE
recognising revenue during the year Vo (788) (564)
Increase in contract liabilities as a result ~ FAWRFATSREEHANEE
of proceeds received in advance from N
customers 1,159 740
Balance at 31 December RT+ZA=+—Bz#&#H 1,159 788
28. CASH AND CASH EQUIVALENTS 28. RERRSEEER

Bank balances and cash comprise of cash and cash equivalents.

The cash balances at banks bore interest at floating rates
based on daily bank deposit rates.
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29.

30.

31.

Notes to the Consolidated Financial Statements

e BERRHE

For the year ended 31 December 2020
BE—FE-_FTFES - A=+—HIFFEF

TRADE AND OTHER PAYABLES 29. EFRHEMENKIEA
2020 2019
—EIERF —E—hF
HK$'000 HK$'000
FET FAT
Trade payables B S e FIR 435 =
Accruals fEET R 2,093 3,426
Other payables (Note) H b A FRIA (M 5E) 11,524 3,235
14,052 6,661
Note: Other payable includes an advance of HK$9,250,000 (2019: ik : EtEMNZERE—HHEBAR—%
nil) from a former director of a subsidiary. Al §$E@§ 9,250,000/ T (= — N

Trade payables are aged within 30 days based on invoice date,
as of the end of reporting period (2019: nil).

Average credit period on purchase of goods was 30 days (2019:
nil).

FiE|)-

RBERR  BHERNFEREERAH
HIRRER R30RA(ZT—NEF : &) -

BEEmcFHEENRIIB(ZE—N
FE)

AMOUNTS DUE TO A DIRECTOR 30. EN—REEFE
The amounts are non-trade related, unsecured, interest-free ZEFREEFER  EEE 281
and repayable on demand. TRRESK(EE -
OTHER BORROWING 31. HtifgE
2020 2019
—ECEF —E—hF
HK$'000 HK$'000
FHET FH&TT
Due within one year —FRNEIH 5,818 5,760

The loan also contains a clause that provides the financial
institution with an unconditional right to demand repayment
at any time at its own discretion.

As at 31 December 2020, the loan is guaranteed by a
director’s relative of the Company (2019: a director of the
Company) and bears a fixed rate at 18% (2019: 18%) per
annum.

ERNBEGRATREERUER BB
RN BAFITRER

ﬁé‘_?_?¢+ RA=+—8H" /1¥AEE$
RRA—REFNRB(—T—NF : AR
—REBF)ER- lmﬁﬂ?—?,\%m%(_?
—NF :18%) ©

ZTTFFHR KK ULERERAR
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

32. LEASE LIABILITIES 32. HE&E
2020 2019
—EIEF — &
HK$'000 HK$'000
FET FAET
Current E 957 6,592
Non-current IERED 544 2,302
1,501 8,894
Future lease payments are due as follows: RERBEZIBR BRI
Minimum lease
payments Interest  Present value
BIRHEERE FIE RE
HK$'000 HK$'000 HK$'000
FAT T FAT
As at 31 December 2020: R_-F_FF
+=—A=+—8:
Not later than one year —&R 994 37 957
Later than one year and not later — & LA _={B71NR 38 /i 4 BA
than two years 397 16 381
Later than two year and not later 4 LA_E{BTNER 1B F 4 B
than five years 165 2 163
1,556 55 1,501
As at 31 December 2019: RZZE—NF
+_ﬂ:+ =
Not later than one year —FR 6,821 229 6,592
Later than one year and not later — & LA _={B 718 38 /I 4 BR
than two years 1,764 50 1,714
Later than two year and not later 4 LA_E{B iR 38 F 4 B
than five years 609 21 588
9,194 300 8,894
In 2020, interest on the lease liabilities is calculated using the NTE-ZF . HEAGBE2FETNERE
incremental borrowing rate were 4.52% to 5.00% (2019: BERFERNELI52% E5.00%TE (==
4.07% t0 5.13%) per annum. —N4E  4.07%%E5.13%) °
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

33. DEFERRED TAX LIABILITIES 33. EEZEHEARE
Deferred taxation is calculated on temporary differences under EEFIBIRBEBEEUAREEERFAT
liability method using the rates of taxation prevailing in the BRI TR R IR R = RERT E o

countries in which the Group operates.

At the reporting date, the major components of unrecognised RBER @ RERUHNHEREECEE
deductible temporary differences are as follows: o -
2020 2019
- —TNF
HK$'000 HK$'000
FEx FHET
Difference between depreciation and hEETERE =5
depreciation allowance (538) (5,022)
Unutilised tax losses RENA 2 IS ETHE 50,508 27,103
49,970 22,081
No deferred tax has been recognised in the consolidated B PR TERI AT A A S Rl O R I = 1
financial statements as it is not probable that future taxable ZARRERBOGEN - FUL I |BRER S B
profit will be available against which these deductible WMERERELERIE - RBRITRBED -
temporary differences can be utilised. All tax losses and REBRANRQR 2B EERAT N
deductible temporary differences of the Group and the T WA A -

Company have no expiry dates under the current tax
legislation.

—EomEgg KKXeEREaRaa 10/



168

Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

34. SHARE CAPITAL 34. BRI
2020 2019
—ECEF —E-NF
Number of Nominal Number of Nominal
shares value shares value
RoEE HE & B H{E
‘000 HK$’000 ‘000 HK$'000
R Fan TR TEE
Authorised: JRIE
Ordinary shares of HK$0.20 each &R%E{E0.20/87T.2
TR 5,000,000 1,000,000 5,000,000 1,000,000
Issued and fully paid: BEITREE -
Ordinary shares of HK$0.20 each &RXEI{E0.20/5L2
LA
At 1 January and 31 December R—A—HK
+=—A=+—H 446,614 89,323 446,614 89,323
SHARE-BASED EMPLOYEE COMPENSATION 35. LR {215 S (X

35.

The share option scheme (the “Share Option Scheme”) was
adopted by the Company pursuant to its resolution passed
on 29 December 2015 and expires on 28 December 2025.
The purpose of this scheme is to reward participants who
have contributed to the Group and to encourage participants
to work towards enhancing the value of the Group and its
shares for the benefit of the Company and its shareholders as
a whole. The Directors may, at its discretion, offer to directors,
employees of any member of the Group, any advisors and
service providers of any member of the Group, options to
subscribe for the shares in the Company at a price not less
than the highest of: (i) closing price of the shares of the
Company on the SEHK on the date of offer of the option; (ii)
average of the closing prices of the shares on the SEHK for the
five trading days immediately preceding the date of the grant
of the options; and (iii) nominal value of a share.

KK Culture Holdings Limited Annual Report 2020
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35.

Notes to the Consolidated Financial Statements

SHARE-BASED EMPLOYEE COMPENSATION
(Continued)

A nominal consideration of HK$1 is payable on acceptance of
the grant of an option irrespective of numbers of share options
granted. The options vest on the condition that the grantee
is a director or employee of any member of the Group or any
advisor and service provider of any member of the Group from
the date of options grant to the commencement date of the
exercisable period of the options.

The options are exercisable at any time during the period to
be determined and notified by the Directors to the grantee at
the time of making an offer in respect of any particular option
which shall not expire later than ten years from the date of
grant.

The share-based employee compensation is to be settled by
the issue of the Company’s ordinary shares. The Group has
no legal or constructive obligation to repurchase or settle the
options other than in the Company’s ordinary shares.

Details of the share options granted under the Share Option
Scheme are disclosed below. The share options are exercisable
immediately upon granted.

Number of
Date of grant options granted
R B ERHEBREHE
05 April 2016 6,660,000
—E—R"FWOAARAH

35.

e MR RRNE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

DRz EERE )

AR NARE AR Z B - X108
TZEBARE (TR ZBRE 2B
25) - BREZEBBIRIE/EARANER
BREANEERETESNRB BRI
ZHIE  BRAKBEEZAKERARIZES
HEE - HAKBEAKE QR ZEERE R
PRI L ER o

BREIRESREOR T A EBRE
2 E S T E WB AR A Z B ke
BT - MITEH 2 ER BB FER
B B AR 4

AR X 2 B B E RS ABITARAE
BIRSA c BRARBEBEIN - AEEY
EEABEABREAERETER
-

RIBREIAERT 8RB 2 BB IR T -
B B R R BERN AT T1T4E

Exercise price

Exercisable period per share
AT BRITEE

HK$

BT

05 April 2016 to 04 April 2019 1.990

T ARFOAREE
—T-AFHAMA

ZTTFFHR KK ULERERAR
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

35. SHARE-BASED EMPLOYEE COMPENSATION 35. URAOX{IZEEEEE %)

(Continued)
The following table shows the movements in the outstanding TR R RS 8 W R TT R
options granted under the Share Option Scheme: MBI~ =) -
Number of share options
BREE
Outstanding at Lapsed Outstanding at
1 January during 31 December
Grantees 2019 the year 2019
R=Z—-NIF R=ZB-1%F
—A—H +t=A=+-—8H
AEREA 8 RATHE FREMK 8 RATHE
HK$'000 HK$'000 HK$'000
THET FHET T
Directors o= 2,830,000 (2,830,000) -
Weighted average exercise price  IIEFHT{HE HK$1.990 = N/ATNE A
No new share options were granted during the years ended B2 _ZEZFA_FT—NF+=-A
31 December 2020 and 2019. =t Ei@&ﬁzﬁi&ﬁ%ﬁﬁ%ﬂx% c
No share-based employee compensation expense were WERLROZ N2 EEBERIFFARE
included in the consolidated statement of profit or loss and —ECEFER-TE-NF+ZA=1+—H
other comprehensive income for the years ended 31 December HEEZFEeEakEtEmKER @ I
2020 and 2019 with a corresponding credit in equity. No RIEZRET AR 2 8158 - WERRAE
liabilities were recognised as these were all equity-settled ARHBIAEREE 2RO NTHRR S
share-based payment transactions.
As at 31 December 2020 and 2019, no share options are AN_BE_EFERN_E—NF+_A=1+—
exercisable. H - BIERERER] TIT6E
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36.

Notes to the Consolidated Financial Statements

RESERVES 36.
Movements in the reserves of the Group during the year are
set out in the consolidated statement of changes in equity on
pages 85 to 86. Movements in the Company’s reserves are as
follows:
Employee
Share compensation
premium reserve
RIVEE EEREFHE
HK$'000 HK$'000
TEL TAT
At 1 January 2019 RZZ-NE—FA—A 162,310 1,991
Loss for the year TEEEE - -
Lapse of share options (Note 35)  E&f & & (Fi13£35) = (1,991
Changein fairvalue on equity ~ BATEEF AR 2ERSEZ
instruments at FVOC RATIEZATEES - -
At 31 December 2019 and E’\\_“—jﬁﬂ'_ﬂ:ﬂ'—ﬁ/}i
1 January 2020 “Z-2F-f-A 162,310 -
Loss for the year TEEER - =
Changein fairvalue on equity ~ EATFEBEFAEM2EREZ
instruments at FVOC| RATEZ A TEEED - -
At 31 December 2020 RZB-ZE+-A=1-H 162,310 =

The Company’s reserves available for distribution comprise its
contributed surplus and accumulated losses.

(a)

Share premium

The application of the share premium account is
governed by Section 40 of Bermuda Companies Act
1981 (as amended).

e MR RRNE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

=4
RE BB AREE 2 BB BN F85286

HzHRARAZDE - ARAMHBZ2Y
mT
Company
biUNG
Investment
revaluation  Contributed Accumulated
reserve surplus losses Total
REEMRRE BB 2itER &t
HK$'000 HK$'000 HK$'000 HK$'000
THT T THT TET
1,856 113,321 (190,382) 89,096
- - (20,549) (20,549)
- - 1,991 -
13,417 - - 13,417
15,273 113,321 (208,940) 81,964
- - (21,327) (21,327)
(13,887) - - (13,887)
1,386 113,321 (230,267) 46,750
AARIA] FHRGBHEEEESABB KR
FTES1E o
(@) KH=RE

BOGERNERY —NAN—F8
RERRE(RIEFT) FAGRE -

ZTTFFHR KK ULERERAR
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Notes to the Consolidated Financial Statements
e ERRMEE

For the year ended 31 December 2020

Eix—

E-FFS A=A —HIFE

36. RESERVES (continued)

(b)

(c)

(d)

(e)

Employee compensation reserve

It is used to recognise the grant date fair value of
options issued to employees but not exercised.

Investment revaluation reserve

It represents the cumulative gains and losses arising on
the revaluation of investments in equity instruments
designated as at FVTOCI, net of cumulative gain/loss
transferred to accumulated losses upon disposal.

Merger reserve

Merger reserve of the Group arose as a result of
the Group’s reorganisation in 2000 and represents
the difference between the nominal amount of the
share capital issued by the Company and the nominal
amount of the issued share capital of Recruit (BVI)
Limited.

Contribution surplus

Contributed surplus of the Group arose as a result of
the reduction in share capital in accordance with the
Group's capital reorganisation in 2003.

Under the Companies Act 1981 of Bermuda (as
amended), contributed surplus account of the
Company is available for distribution. However, the
Company cannot declare or pay a dividend, or make a
distribution out of contributed surplus if:

(a) it is, or would after the payment be, unable to
pay its liabilities as they become due; or

(b) the realisable value of its assets would thereby
be less than the aggregate of its liabilities and
its issued share capital and share premium
accounts.
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(b)

(c)

(d)

(e)
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REBZAHREREBERA_ZEZTETFARN
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37.

Notes to the Consolidated Financial Statements
e B ISR R MR

For the year ended 31 December 2020
BE—FE-_FTFES - A=+—HIFFEF

OPERATING LEASE COMMITMENTS
As lessor

As at 31 December 2020, the total future minimum lease
receivables of the Group under non-cancellable operating
leases in respect of rented office premise is receivable as

37.

REHEERE
tERHBA

R=B-TF+=A=1-0 AEEE
BEMEENATNEL TTHMEER
BRI AR © T 2 A SR

follows: T
2020 2019
e —T-NF
HK$'000 HK$'000
FExT T
Within one year —FR - 2,900

In 2019, the Group leases out certain areas of its offices
premise under operating lease arrangements with ranging
from one to two years. None of the leases include contingent
rentals.

R-T—NF  AKERBELEHELH
BEBRAMEZETREGE  HHES—
FEMF - MEHERENAES -

TTTEER KK ULERBRAR
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

38. HOLDING COMPANY STATEMENT OF 38. #ZERATZHIEMRRE
FINANCIAL POSITION
2020 2019
—ECEF —E-NF
Notes HK$°000 HK$'000
Mo5E FEx FETT
ASSETS AND LIABILITIES EEHSE
Non-current assets EREBEE
Property, plant and equipment ERN IR - 3,067
Investments in subsidiaries RHBRRZRE 24,241 39,314
Right-of-use assets FREEE 3,487 5,057
Equity instrument at FVOCI BRATFEET AEMEEEE
ZRATE 36,228 50,115
63,956 97,553
Current assets REEE
Amounts due from subsidiaries [IENGIVAE S 1,572 1,572
Loan receivables RUE X 1,812 2,644
Other receivables E b Uy FRIA 8,160 5,654
Cash and cash equivalents HekReEEER 91,578 94,832
103,122 104,702
Current liabilities REBEE
Other payables EAb B FRIA 2,671 2,389
Amounts due to subsidiaries RN ENGI B Q] 20,884 18,599
Amounts due to a director BN —RESEHE 1,093 1,093
Other borrowing EAbEK 5,818 5,760
Current portion of lease liabilities HE B BRI Y 204 2,478
30,670 30,319
Net current assets REBEEZFE 72,452 74,383
Total assets less current liabilities #EERAEEE 136,408 171,936
Non-current liabilities kRBAR
Non-current portion of lease liabilities #HE & & IEENHAZE S 335 649
Net assets EEEE 136,073 171,287
EQUITY e
Share capital &N 34 89,323 89,323
Reserves 1 36 46,750 81,964
Total equity A 136,073 171,287
On behalf of the directors RERES
Tsang Hing Bun Yiu Yu Cheung
EEE o k=]
Director Director
EZE EE
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39.

PARTICULARS OF PRINCIPAL SUBSIDIARIES

Name of company

NREH

Sagacious Education Limited

BEHHEBRAA

Central Publisher Limited
SRRt ERAF

Recruit (BVI) Limited

Recruit (China) Holdings
Limited
TE(RE)ERARAF

Recruit Group Limited

Recruit Human Resources
Group Limited
TEREEEBRAR

Recruit Information
Technology Limited
TEREEERRAT

Notes to the Consolidated Financial Statements

Date of incorporation/
establishment

AT/
FBH

5 May 2008
—“ZZ/\FhATH

26 September 1997
“ANEEAAZT/A

15 March 2000
—“ZTZF-At+hA

3 November 2004
“ZTTNET—A=H

8 January 2007
=225 /A

7 April 2005
“ZTRENALA

7 November 2003
“ZT=F1+-AtHA

Place/country of
incorporation/
establishment and
type of legal entity

A/ 2 iE/
BR R A e BRRR

Hong Kong,
limited liability company

&6 BRAT

Hong Kong,
limited liability company

&8 BRAT

British Virgin Islands,
limited liability company

AERLES  ARAT

British Virgin Islands,
limited liability company

RBRAES  ARAT

British Virgin Islands,
limited liability company

EBRARE  ARAA

British Virgin Islands,
limited liability company

AERIES  ARAT

Hong Kong,
limited liability company

&5 BRAT

39.

Class of
shares

RGER

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary
ERR

Ordinary

Ordinary

e MR RRNE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

FEMBRRFE
Issued and
fully paid  Percentage of
share capital/ issued capital
registered held by the  Principal activities and
capital Company place of operations
BEAR  AREME
BERRBRE BRORFZ
EfEA Aot TEXBREEHH
HK$2,000 100%  Provision of tutoring and
2,000/ 7T education service,
Hong Kong
REHERBER -
&R
HK$1,000 100%  Publishing and
1,0007C investment trading,
Hong Kong
HRRREEE - B
US$10,000 100%  Investment holding,
10,000%7¢ Hong Kong
RETR - BE
US$1 100%  Investment holding,
(Ep Hong Kong
RARR &4
US$10,000 100%  Investment holding,
10,000%7¢ Hong Kong
REER A%
US$2,564,102 100%  Investment holding,
2,564,105 Hong Kong
RETR - BE
HK$1,000 100%  Provision of website
1,0007C development
and information
technology services,
Hong Kong
REBILERREN

HBRs - &%

175
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Notes to the Consolidated Financial Statements

e

PR R M RE

For the year ended 31 December 2020

Eix—

39.

E-FFS A=A —HIFE

PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Continued)
Place/country of
incorporation/
Date of incorporation/  establishment and
Name of company establishment type of legal entity
AL/ MR/ RS
nAEH R A BFREERREN
Recruit & Company Limited 13 April 2006 Hong Kong,
ZET,ENAT=A limited liability company
&2 BRAA
Media Services Limited 30 April 1999 Hong Kong,
—NWANEBEA=TA limited liability company
&2 ARAA
Azure Global Group Limited 25 August 2015 British Virgin Islands,

ZZ-RENAZTHE  limited liability company

ARRLES  ARAT

KK Wecheck Medical 8 April 2016
Technology Limited “ENEmANR
(formerly known as
Bright Hero International
Limited)

REREBRRMBARAF
(AERBERARAR)

Hong Kong,
limited liability company

&5 BRAT

As at 31 December 2020 and 2019, all principal subsidiaries
are indirectly held by the Company except for Modern Ace
Global Limited, Recruit (BVI) Limited, Recruit Human Resources
Group Limited, Recruit (China) Holdings Limited, Beyond Noble
Holdings Limited and Azure Global Group Limited.

The Directors are of the opinion that a complete list of the
particulars of all subsidiaries would be of excessive length and
therefore the above list contains only the particulars of the
subsidiaries which materially affect the results or assets of the
Group.

None of the subsidiaries had any debt securities subsisting at
the end of the year or at any time during the year.
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39.

Class of
shares

RGER

Ordinary
£k

Ordinary

Ordinary
a0

Ordinary
£k

FEMBARFEE)

Issued and
fully paid ~ Percentage of
share capital/ issued capital
registered held by the  Principal activities and
capital Company place of operations
BROR  ARFME
BERIBRE/ BRORFZ
EfEA Aol TEXBREEHH
HK$1 100%  Provision of advertising
BT service, Hong Kong
RIEEER - B8
HK$52,000,000 100%  Provision of advertising
52,000,000/ T services, Hong Kong
REEEERE - B8
US$1 100%  Investment holding,
17T Hong Kong
RAH - B4
HK$100 51%  Sales of medical and
10087C health products,
Hong Kong
HEBRLRRER -
&R
RIZB_ZEFR_F-NFt+_RA=+—

H - B& Modern Ace Global Limited * Recruit
(BVI) Limited + 7 [ 8 B2 iﬁﬁﬁﬁﬁ@ Al
A (R E) AR B2 A - Beyond Noble
Holdings Limited &z Azure Global Group Limited
Sh - FTBEEZWEB AT BAA QR EER
A e

EER5 2BULMENBRRZFHE
SERREBOILE - Bt ERAEINY
AEBZRENEERNEATEZME
NRLZFE

B 8 2 ) 4R R 3 FF ) B R X B A7 7
EAERE



39.

Notes to the Consolidated Financial Statements

PARTICULARS OF PRINCIPAL SUBSIDIARIES
(Continued)

Details of non-wholly owned subsidiaries that
have non-controlling interests

As at 31 December 2020, non-controlling interests (“NCI”) of
the Group represented 49% (2019: nil) equity interests in KK
Wecheck Medical Technology Limited (“KK Wecheck”) held by
non-controlling shareholders.

Summarised financial information in relation to the NCI of KK
Wecheck is presented below:

39.

e BERRHE

For the year ended 31 December 2020
BE—FE-_FTFES - A=+—HIFFEF

FTEMBARFEE )
BEEERES 2 EMBATHE

RZZE-_ZEF+=-_A=+—0 x&£EZ
FEERR i ([ FEERR iR ) RN RERE
EEREERAR(IRERE])FEALZ
A% BE(ZE—NF : £) - AIFERE
REFA o

BRARERE ZFERER < M ERE
A

2020
TECEHF
HK$°000
FET

For the year ended 31 December BE+=-A=1t—HLEE
Revenue & 1,804
Profit for the year AN [ 5 ) 413
Total comprehensive income FHIK AR 413
Profit allocated to NCI DL EIEERAE R 2 5 A 203
Cash flows generated from operating activities KEEBMERERE 156
Net cash inflows B RAFEE 156

As at 31 December R+=A=+—H

Current assets MENEE 930
Current liabilities mENEE (517)
Net assets BEFRE 413
Accumulated non-controlling interests BE IR R 203

TTTEER KK ULERBRAR
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020

HE—

40.

KK Cu

E-FFF - HA=1—HIFFE

DISPOSAL OF MATERIAL SUBSIDIARIES

As noted in note 14, on 6 June 2019, the Group disposed its
entire interests in the Disposal Group, which was engaged in
provision of advertising services, to an independent third party
at the consideration of HK$34,750,000 that shall be satisfied
by the allotment and issue of the shares in three tranches at
the issue price of HK$0.2 per share of the purchaser to the
Group or its designated nominees in accordance with the
terms and conditions of the sales and disposal agreement.

The first tranche consideration at fair value of approximately
HK$9,846,000 was received on 6 June 2019. The second
and third tranche considerations are regarded as contingent
consideration and will be receivable upon the conditions, as
stated in the terms and conditions of the sales and disposal
agreement, are met.

During the year, in light of the COVID-19 outbreak in the
PRC, both the purchaser and the exclusive advertising contract
holder are unable to ascertain with reasonable certainty the
date of finalising the extension term of the exclusive advertising
contract, it was mutually agreed between the Company and
the purchaser that the terms of the consideration relating to
the second tranche consideration shares issue date and the
third tranche consideration shares issue date were revised to
be paid (i) on or before 15 July 2022; and (ii) on or before 15
July 2023, respectively.

Iture Holdings Limited Annual Report 2020

40.

HEXENR AR

WM 14F7 - RZZE—NEFRARE -
AEEHEEAR B ESE 2 28R @ b
ERERENBILFE =T REESRS
KB /334,750,000/8 7T * XN A KRR
IRIHE R S Z R AR - BB
EFRETRM0.2BT) = HRAAEE L
HIEE R AR RETRD -

F—HURERZE—NFENANBRE
NFBEL 59,846,000 7T « 5 —H &K F
“HREWEBIARE  FHERHE

199 % 2 16R TR R AR 1 FfT st 22 {6k 14 2 522 R RS LR
HR ©

FR - ERTEEE2019BRBSEE
BN RBRESGABAEAGEEZGES
EHHEBEBRESSOERAROZEME
ERH  ARABEESKRABE - EEF
“HAREBROHBTARFE=HAERNE
TEMNREFRRCEBTR (P BIR=F
T FEATRBSZAIXN R
E=FATHBERZAS -



40.

Notes to the Consolidated Financial Statements

DISPOSAL OF MATERIAL SUBSIDIARIES
(Continued)

As at 31 December 2020 and 2019, the Directors have
assessed the fair value of the second tranche consideration
shares and the third tranche consideration shares based

n (i) the updated information provided by the purchaser
relating to the satisfaction and fulfilment of the settlement
conditions; and (ii) the nature of terms and conditions of
the considerations pursuant to the relevant agreement, it
is concluded the second tranche consideration shares and
the third tranche consideration shares shall be recognised
as a financial asset in accordance with HKFRS 3 “Business
Combinations”. Having considered that the shares of the
purchaser has been suspended since 2 July 2019 and the
likelihood of satisfying the relevant conditions by the purchaser
is still remote, the fair value of such part of the considerations
has been assessed and reduced to a minimal value which is
not material to the consolidated financial statements, hence,
no fair value of the financial assets was recognised as at 31
December 2020 and 2019.

40.

e MR RRNE

For the year ended 31 December 2020

HE—F-FF{ A=+ —ALFE
HEXEMBAR#
R-B_BER-_FB-HNF+tH=1—

B %%E@E(),\H?ET,\EEELEX&EH
SRR ER - KB GHR K
BOER RS - FFEE - HRER
MREZHMREBRNOIFEE  ARR
F_HAREROEE=HRERNBERE
BRU B IME LR FE 30 EBA O TR
TREE -KERESTOBRNBE-_FT—N
FLtA-_HEESEEFEEE - ﬁﬁ%ﬂﬁt}ﬂ?*ﬁ
BAIRIFA AT BEMEAD AR F-H IR - AR
FHEALFEZ B REHR ﬁ{gfﬁiﬂ%
EUBBRYBEATENREEE
- R_F_2FR_F-NAF+=A
=t BYEEREREENATER -

ZTTFFHR KK ULERERAR
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Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

40. DISPOSAL OF MATERIAL SUBSIDIARIES 40. HEFEMBAR S

(Continued)
Net liabilities at the date of disposal are as follows: REEBBHZz8EFENT ¢
HK$'000
FHBT
Other intangible assets Hih\mL &= 15,242
Trade receivables B 5 IR 5,094
Other receivables and deposits E b e IE MR & 24,080
Bank and cash balance IRITRIR e MR 107
Other payables E M FIA (1,528)
Amounts due to non-controlling interests P SR R i 2 50 TE (12,563)
Licenses rights fee payables ERETRE (27,600)
Other borrowing EbER (8,800)
Shareholders’ loan fRERE R (99,165)
(105,133)
Non-controlling interest IR 24,347
Assignment of shareholders’ loan BRI R E N 99,165
Loss on disposal of subsidiaries HEHB AR EE (8,533)
Total consideration BRAE 9,846
Total consideration consists of: BREBVE :
Issuance of shares 1T 9,846
Net cash outflow arising on disposal: EHEEE 2R
Bank and cash balance disposed of EHERE MIRTERS (107)

KK Culture Holdings Limited Annual Report 2020
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Notes to the Consolidated Financial Statements

e MR RRNE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

RELATED PARTY TRANSACTIONS 41. BEALRZS
Transactions between the Company and its subsidiaries, which RARIEBARGHEALT CHBRARZ
are related parties of the Company, have been eliminated RS ERERE R B R 8 M 3 R AR
on consolidation and are not disclosed in this note. Save as N TR o BriFE M E MR M mEES
disclosed elsewhere in the consolidated financial statements, Gh - AREEE EE AR E A TRERNEIT S
details of other significant transactions between the Group HWEARZFBRBENT :
and other related parties during the year are disclosed as
follows:
(a) Related party transactions (@) BEALXS
Nature of transactions REME
2020 2019
i —FNF
Notes HK$'000 HK$'000
FfaE FET FAT
Professional fees HEEHR (i) 1,200 528
Leasing income HEEWA (ii) (2,610) (6,520)
Disposals of property, plant and ~ HEWE - BENKEE
equipment (iii) (2,910) =
Notes: Bft=E -

(i) During the years ended 31 December 2020 and
2019, professional fees were paid to a related
company, in which Mr. Tsang Hing Bun, a director of
the Company, is a director and has control over this
company, for providing company secretary services.
The service charges were determined at the market
rate at the date when the service was provided.

U BE_ZT_ZFER_F-NF
TZA=T—HIEFE - B E
XERTHMENR(ARAES
BEBEENBZARERELE
BEEGIE) - MRHARME R
1% o RISENS THRIBIR AR B
HiRy 2 EREE -

ZTTFFHR KK ULERERAR
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
EoFFEf A= —HIUFE

Eix—

41.

RELATED PARTY TRANSACTIONS (Continued)

(a)

Related party transactions (Continued)

Nature of transactions (Continued)

Notes: (Continued)

(ii)

(iii)

On 24 January 2019, the Company entered into a
licensing agreement (the “Licence Agreement”) with
Kingkey Enterprise Hong Kong Limited (“Kingkey
Enterprise”) (as Licensors) and UKF Management
Limited (currently known as
Limited”) (“"KKM") (as Licensee), a wholly owned
subsidiary of UKF (Holdings) Limited (currently
known as “Kingkey Financial International (Holdings)
Limited”) (“KKFI"), the issued shares of which
are primary listed on the Main Board of the Stock
Exchange (Stock Code: 1468), where the Licensors
agreed to lease certain areas of the office premises
of 44/F, Office Tower, Convention Plaza, 1 Harbour

"Kingkey Management

Road, Wan Chai, Hong Kong to Licensee for the
period from 24 January 2019 to 15 May 2020, at a
monthly rent of HK$580,000. As Kingkey Enterprise
is wholly-owned by Mr. Chen Jiajun, a substantial
shareholder of the Company, holding 21.28%
interest of the Company and also a substantial
shareholder of KKFI, therefore Kingkey Enterprise
and KKFI are related parties of the Company. Leasing
income was charged at the market rate at the date
when the Licence Agreement was entered.

During the year ended 31 December 2020, the
Company disposed certain property, plant and
equipment to KKM, a wholly owned subsidiary of
KKFI with a consideration of HK$2,910,000. The
consideration was determined by an arms-length
negotiation with reference to the net book value of
the property, plant and equipment on the contract
date.
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41.

BEALRZ®)
BEALXS (%)

REME(E)
Bt - (48)

(a)

(ii)

(iii)

—hEFE—A=-+MWA ' &
AAEREEXREFRAF
(TREEFZE]) (ERFFTA) R
EEERHRARCGRHE 7
hEEEERAD D) ([RED
XER])(ERBRETA » BE
(IER)BRAR G RE2H
B (ZER)BERARI(TRES
BRERR ) - E B BTG ROEE
RFTERE — L (RMH AR
1468)) 2 2B KB AR 5]
i ([T maEl) - |\t
BHEAREBER-_Z—hFE—A
—t+NHE=_E-_TFHA+H
HEAE MR AT B A ST
BEBIRERESHAKNELM
BIZHAEYHE2ETHE &
A% %580,000/8 7T ° AR
EEEAAN A EERFERRE
EHE2EHRE  BFEARAA
21.28% 2 ##m - BARES R
B EERE  HREEER
RECRBIRARAR 2 BRHE
AT e SUWATHIRET LB 15
FEAHZISERTN -

REE-_ZT-_FTF+_A=1—
BIEEE  AQRARES R

Bz 2ENBRARRELEE
BHEETWE  BERSE -
K18 42,910,0007 T - HEEK
BI2EME - BERZERE
HBE MR FECATESE
W e



41. RELATED PARTY TRANSACTIONS (Continued) 41.

(b)

()

Notes to the Consolidated Financial Statements

Amounts due from/(to) a related party (b)

At the end of the reporting period, the Group had the

following balance with a related party:

e BERRHE

For the year ended 31 December 2020
BE—FE-_FTFES - A=+—HIFFEF

BEALTRXE#E)

FE (B BEALTRE
RBERR - AEER -2 FRHE
ALTBIAT 4

2020 2019
—E-FF —hE
HK$'000 HK$'000
FET FAET
Included in other receivables: ST A B Ath FEIURIE
Kingkey Management Limited (Note) EL%&%E“EEEKE Al (P 2,910 -
Included in other payables: T AE AL FE(SFRIR
Kingkey Enterprise Hong Kong Limited REEZEHEHR QA (HIFE)
(Note) (2,014) (1,428)
Note:  Amounts due from/(to) a related party is unsecured, BfiaE © fEU (B EEA L REAE
interest free and expected to be recovered within one T P EAEHER —FRA
year. Yeg] o
Compensation of key management personnel (0 FEEEAESHE
The key management personnel of the Group are the AEBFTEEBABREST - FE

Directors. The remuneration of the key management

personnel is determined by the remuneration

committee having regard to the performance

of individuals and market trends. Details of the

remuneration paid to them are set out in note 11(a) to

the consolidated financial statements.

ERABZHE I HFMNEESK
ZRERALTZRBRTHEEE
#E RFZEALZHMEFBS
RERE W IEwEMETE11@)

ZTTFFHR KK ULERERAR
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

42. NOTES SUPPORTING STATEMENT OF CASH 42. BR&E&HREXRME
FLOWS
Reconciliation of liabilities arising from financial activities: BhE ETEE A 2 BEYER
Other Lease
borrowing liabilities
HMfEm HESE
(Note 31) (Note 32)
(Mf7E31) (Mf7¥32)
HK$'000 HK$’000
T FA&TT
At 1 January 2019 RZE—NFE—H—H - 17,093
Changes from cash flows: Rene 2 & :
Proceeds from other borrowing H B R ATIS W es 14,560 =
Repayments of principal portion of EEHEaB s ASIY
lease liabilities — (9,298)
Interest paid BAFE (855) (607)
Total changes from financing cash flows — BIEIR &R ERE 13,705 (9,905)
Other changes: HAb B3
Disposal of subsidiaries HEHB AT (8,800) =
New lease entered and lease reassessed &M FTARA) M EHFLEEL - 1,099
Interest expenses FIERAZ 855 607
Total other changes H b Eh B A (7,945) 1,706
At 31 December 2019 and RZE—NF+_A=+—80xK
1 January 2020 —E-FF—H—H 5,760 8,894
Changes from cash flows: RemEgeE)
Repayments of principal portion of EEHEaBEZASIHH
lease liabilities = (4,514)
Interest paid BERFE (1,047) (157)
Total changes from financing cash flows — RYEIR &R EEH a5 (1,047) (4,671)
Other changes: HihEs)
Effect of lease modification HEERzTE - (2,879)
Interest expenses FIEFAZ 1,105 157
Total other changes H b Eh B A 1,105 (2,722)
At 31 December 2020 MZZBE_TF+-HA=+—H 5,818 1,501

KK Culture Holdings Limited Annual Report 2020



Notes to the Consolidated Financial Statements

43. MAJOR NON-CASH TRANSACTIONS

In 2019, the Group entered into a sales and purchase
agreement to dispose of the entire interest in the Disposal
Group. The consideration for the disposal of the subsidiaries
shall be satisfied by the allotment and issue of the shares.
Details of the disposal are set out in note 40 above.

In 2019, the Group was reasonably certain to exercise an
extension option not previously included in determination
of lease term in a lease contract in respect of an office
premise. After the lease reassessment, the Group recognised
HK$757,000 of right-of-use assets and lease liabilities
respectively.

In 2019, the Group entered into new lease agreements
for the use of office premises for two years. On the lease
commencement, the Group recognised HK$342,000 of right-
of-use assets and lease liabilities respectively.

In 2020, the Group entered into supplementary lease
agreements for decrease the rental payment of office premises
and increase the rental payment of office equipment for
remaining period. On the lease modification, the Group
derecognised HK$2,879,000 of right-of-use assets and lease
liabilities respectively.

In 2020, the Group disposed certain property, plant and
equipment. The consideration for the disposal of certain
property, plant and equipment of HK$2,910,000 was
recognised in other receivables.

43.

e MR RRNE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

BEAFRERS

RZZT—NE  AEBIVEERHEH
REEEEZ 2 RSN E - HEHED
AZREBURERBTRENZH R
fif ot 2 S BN EXEE40 -

RZT—NF  ANEBEEARTEEA
—IERARFZAEE N2 EEE(RET
REMARYEBIETEARN) c HESMHE
NEE S BIHER757,000/8 TF AEEE K
HEAE -

RZZT—NF - AEBFTUHAERZEN
FERAMAERN - AHME - HERBE
NEE S BIHER342,000/8 TF AEEER
HEAE -

RIZT_ZTF  AEEFTUHZEERZR
LURIK 82 T BRI 9 A M E M & 451
ENMPEAETRENRENR - BEBE]
B - AEE 5 BIEUE#ER2,879,00078 TiE
RAREERTEERRE -

RIEBE_ZF  AEEHEETYE K
BREE - HEME  BERRENRE
2,910,000/ 0 B R E Ath FE U SR IB AR ©

ZTTFFHR KK ULERERAR
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

44,

KK Culture Holdings Limited Annual Report 2020

SUMMARY OF FINANCIAL ASSETS AND 44. ®RERE S 2 BEERMKE

FINANCIAL LIABILITIES BY CATEGORY

The following table shows the carrying amount and fair value

of financial assets and liabilities:

EHE

TRILMBEERABZERAERAF
BE :

2020 2019
—ECEF —T-hEF
HK$'000 HK$'000
FBxT FH&TT
Financial assets MKEE
At FVOCI: BEATEEF AR
— Equity instruments —RATR 36,228 50,115
At amortised costs: R EA AN
— Trade receivables — & S RERFIR 2,358 4,254
— Other receivables and deposits — EAb R RIE iR e 6,481 3,145
— Loan receivables —EUE K 13,220 14,051
- Cash and cash equivalents —Re& MIRESEMEIAHR 92,553 100,177
150,840 171,742
Financial liabilities Bk asE
At amortised cost: REEER AN
— Trade and other payables —E Z RAMERFIE 14,052 6,661
— Amounts due to a director — R —REERE 1,093 1,093
— Other borrowing —HiEE 5,818 5,760
— Lease liabilities —HEBaE 1,501 8,894
22,464 22,408




Notes to the Consolidated Financial Statements

44, SUMMARY OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES BY CATEGORY
(Continued)

(a)

(b)

Financial instruments not measured at fair
value

Financial instruments not measured at fair value include
trade receivables, other receivables and deposits, loan
receivables, cash and cash equivalents, trade and other
payables, amounts due to a director, other borrowing
and lease liabilities.

Due to their short term nature, the carrying value of
these financial instruments approximates fair value.

Financial instruments measured at fair value

The fair value of financial assets and liabilities with
standard terms and conditions and traded on active
liquid markets are determined with reference to quoted
market prices.

The following table provides an analysis of financial
instruments carried at fair value by level of fair value

hierarchy:

Level 1:  quoted prices (unadjusted) in active markets
for identical assets and liabilities;

Level 2:  inputs other than quoted prices included
within level 1 that are observable for the
asset or liability, either directly (i.e. as prices)
or indirectly (i.e. derived from prices); and

Level 3:  inputs for the asset or liability that are

not based on observable market data
(unobservable inputs).

44. R¥ERIE

e MR RRNE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

ZHMBEERMBE

fﬁ%@

(a)

(b)

WFELAFEEFEZHMETR

o

YIHRAFEEHEZHMBTAR
EE S RYGIR - Efb YRR K
we  BWER A RREFE
HE B NEMENRIEA - BN
—REEHE  HMEENAREE
AfE-

MRS ARE  #ZEYBIA
ZEREEEATFEEZMLEER
E& -

ﬁi

T EEFEZHMKEIA
BEREBRRREH I EERRB
MEEBECHBEERABZAYF
BEXEMSREEE °

\

TREREAVERIKRZMBHET

BRAVFEBERBZERMAEZD

#r

FIE: HRABERABENEED
B2 RECRERARE)

F2E: HPEEXREMEE (A
B R (BN EREHE
THAIBR 2 BB AT
BRFIEMEEZH
B &

F3E: WIFRBEABRZMEH
EmMAREEXRECE
B A\ (BEBRZER
@A) °
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

44, SUMMARY OF FINANCIAL ASSETS AND 44.

FINANCIAL LIABILITIES BY CATEGORY

(Continued)

BRERNE M BEEERMES
BEEw

(b) Financial instruments measured at fair value (b) RATEEFEZMBIAE)
(Continued)
2020
—B-EF
Level 1 Level 2 Level 3 Total
F1E H2E #3E a5t
HK$'000 HK$'000 HK$'000 HK$'000
FExT FER FET T
Financial assets at FVOCI BRAFEBERTA
Hivz2mme
M EE
— Listed equity securities — EmRATA 31,250 - - 31,250
— Suspended listed equity —HEEE W
securities N - - 4,978 4,978
31,250 - 4,978 36,228
2019
—E-hF
Level 1 Level 2 Level 3 Total
E1E E2E H3[E a5t
HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FAT FHIT
Financial assets at FVOCI RAFEMBERA
HEfv2miias s
M EE
— Listed equity securities — ERAES 44,560 = = 44,560
— Suspended listed equity —EEEBEs LM
securities PR 2 - - 5,555 5,555
44,560 - 5,555 50,115
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Notes to the Consolidated Financial Statements
e B ISR R MR

For the year ended 31 December 2020
BE—FE-_FTFES - A=+—HIFFEF

44, SUMMARY OF FINANCIAL ASSETS AND 44.
FINANCIAL LIABILITIES BY CATEGORY

(Continued)

(b) Financial instruments measured at fair value

(Continued)

The following table presents the changes in level 3

instruments for the years ended 31 December 2020

BERE D 2UBEERMBER

BEEw

(b) BAFEEFEZHBIAE

TREIEEZE_ZEFR_F
—NWE+-—A=+—BItFEFE3E

and 2019: TAE &

2020 2019

223 —ThEF

HK$'000 HK$'000

FHBT FH&TT

Balance at 1 January R—HA—B 2 &% 5,555 =

Transfer from level 1 CEY= = - 9,846
Fair value loss on revaluation of EHEAFEEFAHEMER
financial assets at FVOCI Wz eaEEs AT EE

518 (577) (4,291)

Balance at 31 December R+ A=+—Hz&#% 4,978 5,555

TTTEER KK ULERBRAR
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e

PR R M RE

For the year ended 31 December 2020

44, SUMMARY OF FINANCIAL ASSETS AND

B2 T —FF+—HA=+—HIFE

FINANCIAL LIABILITIES BY CATEGORY

BHRE®

44, BERIB DM BEERTBE

(Continued)
(b) Financial instruments measured at fair value (b) BRAVEEFEZMBEIAE)
(Continued)
The following table summarises the quantitative TRBMEIB AT EEFT 2T
information about the significant unobservable inputs NEATABRBABBNTEESR
used in level 3 fair value measurements: #
Relationship of
Significant Range of significant unobservable inputs Sensitivity of fair value
Description Fair value at unobservable inputs unobservable inputs to fair value to the input(s)
EXFTER TIBRRAHE AVEES
i RUTEE2ATEE EXTTBRRAHE BAHEZEE AATEENEE BAHEZHBE
2020 2019 2020 2019
IB0RF | RN IB0RF | RN
HKS'000 HK$'000
TR Thn
Suspended listed equity 4,978 5555 Discount for the lack of 0%to | -1597%to  Higherthe discount rate of 5% increase/{decrease) in the discount
securities marketabilty -68.22% -25.93% lack of marketabilty, rate of lack of marketability would
EEEEY LR i PR kv lower the fair value and result i (decrease)increase in fai
5 i3 vice versa value of approximately HK$11,000
AL A (2019:HK$71,000)
o5 ATEERE Bemanat BRE/ (6
R D) EEATEREED)/
i 00T (ZE-1E:
71,000%7T)

Change in share price 90.24% to 59%to  Higher the share price of the 5% increase/(decrease) in share price
of comparable -11.78% -0.62% comparable companies, of comparable companies would
companies during the higher the fair value and resultin increase/(decrease) in fair
suspension period vice versa value of approximately HK$47,000

AL EAANERER A RATZREDS (2019: HK$25,000)

B RERS ATEESS RZME  ALEAAZRELN/ (D)
S%RERATEELN/
(H)047,000%TC
(21 15000%7)
Contingent consideration - - lssuance probability 1% 0% Higher the issuance 5% increase/(decrease) in issuance
FRRE il probabilty, higher the fair ~ probability would result in
value and vice versa increase/(decrease) in fair value of
Bl ATEE approximately HK$498,000
REREw)IA (2019: HK$555,000)
BT/ (6 )% 8
ATEEEN/ (65)4498,000
BTL(ZF-NE : 555,000%7T)

KK Culture Holdings Limited Annual Report 2020




45,

Notes to the Consolidated Financial Statements

FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial
instrument risks: market risk (including foreign currency
risk and interest rate risk), credit risk and liquidity risk. The
Group's overall risk management programme focuses on the
unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group's financial performance
by closely monitoring the individual exposure.

The Group does not have written risk management policies
and guidelines. However, the board of directors meets
periodically to analyse and formulate strategies to manage
the Group's exposure to a variety of risks which resulted from
its operating and investing activities. Generally, the Group
employs conservative strategies regarding its risk management
to ensure appropriate measures are implemented on a timely
and effective manner. The risks associated with these financial
instruments and the policies on how to mitigate these risks are
set out as follows:

(@) Credit risk

The Group is exposed to credit risk in relation to its
trade receivables, other receivables and deposits,
loan receivables and cash and cash equivalents. The
carrying amounts of trade receivables, other receivables
and deposits, loan receivables and cash and cash
equivalents represent the Group’s maximum exposure
to credit risk in relation to financial assets.

To manage this risk arising from cash and cash
equivalents, the Group only transacts with reputable
commercial banks which are all high-credit-quality
financial institutions. There has no recent history of
default in relation to these financial institutions.

45,

e MR RRNE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

b EE

AEBAKRG 2 &M TR 2% T
AR - TG REER (B FEIME R N
) EERBRMERBDECER - AEEZ
EREBREEFIAETREHERT S Z
THEERZA L BBE Y ERSER 2R
RMEBNBERNEETBEREAELDZ
BETNFE -

AEEYEEEEREEBRRNIES - A
- EETSSERRTEH - U RS
ERBREEAREREAEEZEZ R
REXG 2 ERBRAR - —BME - A&KHE
SRR T Z B EIRRRE - BRERE
BMBTEERE - EREMHETAEH
Z B\ KR A% Rl 2 BRERE DI T

(a) fFERR
AEEHRZEERRERESE
WKIR - HtEUGRIAERRE - &
WEFAERSMREFERBEA
7 o BHEWFIR - A EIKFIAR
kg  BRETNAERRE MRS
FEBEZRHERASEERA
B BEEZEEERR

REBRRERASFERBMESL
ZER AEBEREERFAR
AEREEEZZSRBEBZAXR
TEITRS - T EEEZES
RS 2 B A)RCER o
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Notes to the Consolidated Financial Statements
e ERRMEE

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

45,

FINANCIAL RISK MANAGEMENT (Continued)

(a)

Credit risk (Continued)

In respect of trade and other receivables, individual
credit evaluations are performed on all customers
requiring credit over a certain amount. These
evaluations focus on the customer’s past history of
making payments when due and current ability to
pay, and take into account information specific to
the customers as well as pertaining to the economic
environment in which the customers operate. Trade
receivables are due within 7 to 120 days from the
date of billing. Normally, the Group does not obtain
collateral from customers.

Trade receivables

The Group measures loss allowances for trade
receivables at an amount equal to lifetime ECLs,
which is calculated using a provision matrix. As the
Group’s historical credit loss experience does not
indicate significantly different loss patterns for different
customer segments, the loss allowance based on past
due status is not further distinguished between the
Group's different customer bases.

KK Culture Holdings Limited Annual Report 2020
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Notes to the Consolidated Financial Statements

45. FINANCIAL RISK MANAGEMENT (Continued)

(a)

e BERRHE

For the year ended 31 December 2020
BE—FE-_FTFES - A=+—HIFFEF

45. IR MRER &)

Credit risk (Continued) (a) f=ERRE)
Trade receivables (Continued) B S EWIEE)
The following table provides information about the TR AEEE FEWKIEZ
Group’s exposure to credit risk and ECLs for trade EERBEREREHREEBEZE
receivables; FE
2020
—ECEH
Expected Gross carrying Loss
loss rate amount allowance
FEHE IR R HEREE EERE
% HK$’000 HK$'000
FHxT FHET
Collective assessment SBERT(A
0-30 days 0£30K 4.4% 2,373 104
31-90 days 31E90K 6.3% 95 6
2,468 110
Individual assessment (Eb R 100% 10 10
2,478 120

TTTEER KK ULERBRAR
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

45. FINANCIAL RISK MANAGEMENT (Continued)

45. IR MRER &)

(@) Credit risk (Continued) (a) f=ERRE)
Trade receivables (Continued) B EWRIE(E)
2019
—ZE—hF
Expected Gross carrying Loss
loss rate amount allowance
TEHAE B X HBERTAE IR
% HK$'000 HK$'000
AT FAETT
Collective assessment SR

0-30 days 0E30K 0.25% 3,951 10
31-90 days 31£90K 1.06% 283 3

91-150 days 91£ 150K 17.14% 35

More than 150 days EHBiA 150K 20.00% 5
4,274 20
Individual assessment & BIEEAS 100% 166 166
4,440 186

Expected loss rates are based on actual loss experience
over the past 3 years (2019: 3 years). These rates are
adjusted to reflect differences between economic
conditions during the period over which the historic
data has been collected, current conditions and the
group’s view of economic conditions over the expected
lives of the receivables

KK Culture Holdings Limited Annual Report 2020
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Notes to the Consolidated Financial Statements

45. FINANCIAL RISK MANAGEMENT (Continued)

(a)

Credit risk (Continued)

Trade receivables (Continued)

Receivables that were neither past due nor impaired
related to a wide range of customers for whom there
was no recent history of default.

Receivables that were past due but not impaired
related to a number of independent customers that
had a good track record with the Group. Based on past
experience, management believed that no impairment
allowance was necessary in respect of these balances as
there had been no significant change in credit quality
and the balances were still considered fully recoverable.

Movement in the loss allowance account in respect of
trade receivables during the year is set out in note 25
above.

Other receivables and deposits (excluding
prepayments)

The Group measures loss allowances for other
receivables and deposits at an amount equal to lifetime
ECLs. ECLs is assessed to be 2%-20% (2019: 2%-5%)
on the gross carry amount of other receivables and
deposits.

No significant change to estimation techniques or
assumptions was made during the reporting period.

As at 31 December 2020, the gross carrying amount
of other receivables and deposits was HK$6,556,000
(2019: HK$3,934,000) and after deducting impairment
provision, the maximum exposure to loss was
HK$6,481,000 (2019: HK$3,145,000). The Group
made write-off of other receivables and deposits
amounted to HK$779,000 (2019: nil) during the year.

e MR RRNE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

45. IR MRER &)

(a)

)
H 5 R A ()

I R 78 B MR ORI < R MR SRR 1 %
%XETHEZ%}EﬁEE EZ%
B Pt T He HARC ek o

B 8 B HE XD R E 2 FE R B %
HXRETRERCEFAR  %F
EFRASERBRIEZEERR
#% - RIBBERGERCE  EEEMR
f* HREEERLESAEHM
AR ER 28 E - Bk HBA
%SZ%%@ME/WE%{% °

FREBEZRUFRZEBERER
fR B £ CPIRE25 -

Hitp W FIR R R E (RARKERI)

AEEHMERGFERIZS ZEE
BENESERE2HBHEEEEZ
SETE c HHEEBBITGAL
b FIB MRS RIREE 2% 2
20%(ZF—NF : 2% E5%) °

MRS AR - BB A R AT R
TERED -

RZE_THF+-_A=+—8H"

HiEWREBERIES 2 BETE
746,556,000 7T (=& — JLEF -
3,934,000/ 7T) + MABRBEEE
% - = EERRK 56,481,000/ 7T
—ZT— A4 ¢ 3,145,000/87T) ° A
5 B GF O 8H H A B WU R IE IR 3R
©779,000FT(ZT—NF: T) »

TTTEER KK ULERBRAR

195



196

Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

45. FINANCIAL RISK MANAGEMENT (Continued) 45,

(a) Credit risk (Continued)

Other receivables and deposits (excluding

prepayments) (Continued)

Movement in the provision for impairment loss on

R ERE 2

FEmREE)

Ht WA R EE (RIS

(#&)

HoAth 8 R TR IR & 2 R ML 1R 1B

other receivables and deposits is as follows: HEEINT -

2020 2019

bt 22 —E-hF

HK$'000 HK$'000

FERT FHET

At 1 January n—H—H 789 1,147
Impairment loss recognised FARRREEE

during the year 65 779
Impairment loss recovered FAWEREBE

during the year - (6)

Write-off blikic (779) =

Disposal of subsidiaries (Note 40) HEH B AR (MiFE40) - (1,1317)

At 31 December KR+=ZA=+—H 75 789

KK Culture Holdings Limited Annual Report 2020



Notes to the Consolidated Financial Statements

45. FINANCIAL RISK MANAGEMENT (Continued)

(a)

Credit risk (Continued)

Loans receivables

The Group has compared with the market ratings of
similar companies to determine the ECL rate for the
third parties in determining their credit risk.

Over the terms of the loans, the Group accounts for
its credit risk by appropriately providing for ECLs on
a timely basis. In calculating the expected loss rates,
the Group considers historical loss rates for each
category of loan, and adjusts for forward looking
macroeconomic data. As at 31 December 2020, the
Group provided for ECLs against loans to third parties
based on 12 months expected losses. ECLs is assessed
to be 2%-20% (2019: 2%—
amount of loans.

15%) on the gross carry

No significant change to estimation techniques or
assumptions was made during the reporting period.

As at 31 December 2020, the gross carrying amount
of loans to third parties was HK$13,831,000 (2019:
HK$14,700,000) and after deducting impairment
provision, the maximum exposure to loss was
HK$13,220,000 (2019: HK$14,051,000). The Group
made no write-off of loan receivables during the year
(2019: nil).

e MR RRNE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

45. IR MRER &)

(a)

FEmREE)

e E R
AEBELBRBURRZ TG
B NEEE=TREEERRE
EMEREEERE -

REFERA - NEBFEBRER
REBEHEHEEBERKAFEER
AR - RETETEEBEEXR - K
SEZERESHEERZATERE
3 B BE 1 R A B 1T
B - RZTE_TF+_A=+—
Ev$%lmFQMHﬁ%%%%
WTE=-RZEFIRBHEEES
E%ﬁoﬁ%%%%ﬁﬁﬁﬁgf
BEMBEZ2%E20%(ZT—A
F 1 2%%E15%) °

RIRE IR - B R AT B
ZEAED -

Eé_?_gi-i- A=+—8"

BRFEZH2ERZBEEREEES
138MOMLEE(__ — NF
14,700,000,8 7t ) * 1 1Bk B 7

#H1& - &= EERERR 413,220,000
BT (ZZF —LF : 14,051,000
TL) o NS B AR PO A 8 PR LS
R(ZE—NEF : &) -
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e M ERR MR

For the year ended 31 December 2020
BE—E-FTF - H=+—HIUFE

45,

KK Culture Holdings Limited Annual Report 2020

(a)

FINANCIAL RISK MANAGEMENT (Continued) 45. B EREE2)
Credit risk (Continued) () FEERKE)
Loans receivables (Continued) EBWER(E)
Movement in the provision for impairment loss on loan EWERZ REEREEZSNT -
receivables is as follows:
2020 2019
—E-EF —E-NEF
HK$’'000 HK$'000
FET FAT
At 1 January n—H—H 649 353
Impairment loss recognised during FAERBEBE
the year 62 296
Impairment loss recovered during FAWENRERBE
the year (100) =
At 31 December R+ZA=+—H 611 649
Maximum exposure to credit risk EEEERK

At the end of the reporting period, no financial

guarantees issued by the Group and the Company

which represented the maximum amount the Group

and the Company could be required to pay if the

guarantees were called on.

RBEHRRERER  ARERAR
A B L TP BER - ZEH
BRAEAKRERA DA AERE

X z&REERE -



Notes to the Consolidated Financial Statements

45. FINANCIAL RISK MANAGEMENT (Continued)

(b)

(c)

Currency risk

Foreign currency risk refers to the risk that the fair
value or future cash flows of a financial instrument
will fluctuate because of changes in foreign exchange
rates.

The Group does not have material exposure to
currency risk as most of the Group’s transactions are
carried out in HK$, which is the functional currency of
the Company. The Group reviews its foreign currency
exposures on a regular basis and does not consider its
foreign currency risk to be significant.

The Directors are of the opinion that the Group's
sensitivity to the change in foreign currency exchange
rates is low.

The Company is not exposed to any significant foreign
currency risk.

Interest rate risk

The Group does not have material exposure to interest
rate risk, as the Group has no financial assets and
liabilities of material amounts with floating interest
rates except for deposits held in banks. Cash at bank
earns interest at floating rates based on the daily
bank deposit rates during the year. Any change in the
interest rate promulgated by banks from time to time is
not considered to have significant impact to the Group.
The Group adopts centralised treasury policies in cash
and financial management and focuses on reducing
the Group’s overall interest expense. The terms of
repayment of other borrowing are set out in note 31 to
the consolidated financial statements.

Management did not consider it necessary to use
interest rate swaps to hedge their exposure to interest
rate risk as the interest rate risk exposure is not
significant.

e MR RRNE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

45. IR MRER &)

(b)

(c)
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Notes to the Consolidated Financial Statements
e ERRMEE

For the year ended 31 December 2020
EoFFEf A= —HIUFE

Eix—

45,

FINANCIAL RISK MANAGEMENT (Continued)

(d)

Liquidity risk

The Group's policy is to regularly monitor its liquidity
requirements, its compliance with lending covenants
and its relationships with its bankers to ensure that
it maintains sufficient reserves of cash and adequate
committed lines of funding from major financial
institutions to meet its liquidity requirements in the
short and long term.

The Group had net current assets of HK$96,778,000
(2019: HK$111,388,000) and net assets of
HK$137,108,000 (2019: HK$173,354,000) as at
31 December 2020. In the opinion of Directors, the
Group's exposure to liquidity risk is limited.

The following table details the remaining contractual
maturities at each of the reporting dates of the Group’s
non-derivative financial liabilities, which are based on
contractual undiscounted cash flows (including interest
payment computed using contractual rates or, if
floating, based on current rates at the reporting date)
and the earliest date the Group may be required to

pay.
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45. FINANCIAL RISK MANAGEMENT (Continued) 45.

(d)

Notes to the Consolidated Financial Statements

Liquidity risk (Continued)

(d)

Specifically, for borrowing which contain a repayment

on demand clause which can be exercised at the

financial institution’s sole discretion, the analysis shows

the cash outflow based on the earliest period in which

the entity is required to pay, that is if the financial

institutions were to invoke the unconditional rights to

call the loan with immediate effect.

As at 31 December 2020

Non-derivatives:

Trade and other payables
Amounts due to a director
Other borrowing

Lease liabilities

As at 31 December 2019

Non-derivatives:

Trade and other payables
Amounts due to a director
Other borrowing

Lease liabilities

R-B-%%
TZA=t-H

FITETIR:

B o RHMENTE

[EN—RESHE

HitfEs

HEaE

R-B-h&
+=A=t-H

FHETIR:

B o REMENTIE

[Ef—2ESHHE

it fEs

HEARE

Total
contractual
Carrying undiscounted

amount cash flow
BITRRE

BEE BeRER
HK$'000 HK$'000
TAT AL
14,052 14,052
1,093 1,093
5818 6,080
1,501 1,556
22,464 22,781
6,661 6,661
1,093 1,093
5,760 5,933
8,894 9,194
22,408 22,881

e MR RRNE

For the year ended 31 December 2020
BE—E-—TF+ - A=+—HIFE

BEERERE#)

REBESEMRE)

AEEME  BRESRERERZ
5K - B B E B 1T (UL AR
ZEE  OMBTREBFTENRZ
REMEZAS R - BAES
BB T (R % 5 BRI 2 SRk B

BEEER -

Within More than More than
three months three months  one year but
oron butless than less than
demand one year five years
R=EAR  BB=fEA ichichatcd
FEER  ER-FR  BREFR
HK$'000 HK$'000 HK$'000
THER TR THET
14,052 - -
1,093 - -
6,080 - -

508 486 562
21,733 486 562
6,661 - -
1,093 - -
5933 - -
2,502 4,319 2,373
16,189 4319 2,373
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201



Notes to the Consolidated Financial Statements
e BRI EE

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

45,
(d)

202

FINANCIAL RISK MANAGEMENT (Continued)

Liquidity risk (Continued)

The table that follows summarises the maturity analysis
of other borrowing with repayment-on-demand clause
based on the agreed scheduled repayments set out in
the loan agreement. The amounts included interest
payments computed using contractual rates. As a
result, these amounts are greater than the amounts
disclosed in the “on demand” time band in the above
maturity analysis. Taking into account the Group's
financial position, the Directors do not consider that
it is probable that the financial institution will exercise
their discretion to demand immediate repayment, the
Directors believe that such term loan will be repaid in
accordance with the scheduled repayment dates as set
out in the loan agreement.

BEERERE#)

45,
(d)
Total
contractual

Carrying undiscounted

amount
FEE
HK$'000
AT
Term loan subject to repayment ~ REZKIEEB 5
on-demand clause based on I HREERRA
scheduled repayments EHER
As at 31 December 2020 WZZZTEF
+-A=1t-H 5,818
As at 31 December 2019 RZE-NF
+-A=+-H 5,760
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cash flow

BITRRE
RRERE

HK$'000
TAT

6,080

5933

REBESEMRE)
TRBIIRIZAARE E R % A ETR
TE A& TR R R P A 1 R SOE FUE X
ZEMEEZBMON - BATHE
BREBEAONKAE ZFEMRK -
At - ZFEBAR A LB
FIERERIKERFEZSHE - &
AHRAEEZABARR - EER
REZTBMEBE T AR EITERBR
ZRAEER - EFHE - AHTE
HEESREERHEMEETE
REHEE -

More than More than

three months  one year but

Within  but less than less than

three months one year five years
BB=fEA BB-F

R=@AR  BR-FA BREFR
HK$'000 HK$'000 HK$'000
TR TR TR

6,080 - =

5933 - =



45,

46.

Notes to the Consolidated Financial Statements

FINANCIAL RISK MANAGEMENT (Continued)
(e) Fair values

The Directors consider the fair values of the Group's
current financial assets and liabilities are not materially
different from their carrying amounts because of the
immediate or short-term maturity of these financial
instruments. The fair values of non-current financial
assets and liabilities were not disclosed because
these are not materially different from their carrying
amounts.

CAPITAL MANAGEMENT POLICIES AND
PROCEDURES

The Group's objectives when managing capital are:

o To safeguard the Group's ability to continue as a going
concern, so that it continues to provide returns for
shareholders and benefits for other stakeholders;

o To support the Group's stability and growth; and

o To provide capital for the purpose of strengthening the
Group's risk management capability.

The Group actively and regularly reviews and manages its
capital structure to ensure optimal capital structure and
shareholder returns, taking into consideration the future
capital requirements of the Group and capital efficiency,
prevailing and projected profitability, projected operating cash
flows, projected capital expenditures and projected strategic
investment opportunities. The Group has not adopted any
formal dividend policy.

Management regards total equity as capital, for capital
management purpose. The amount of capital as at 31
December 2020 amounted to approximately HK$137,108,000
(2019: HK$173,354,000), which management considers as
optimal having considered the projected capital expenditures
and the projected strategic investment opportunities.

45,

46.

e MR RRNE

For the year ended 31 December 2020
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Notes to the Consolidated Financial Statements

e M ERR MR

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

47. EVENT AFTER REPORTING DATE

On 22 January 2021, a total of 22,300,000 share options
were granted to the Company’s directors to subscribe for a
maximum of 22,300,000 ordinary shares of par value HK$0.2
each of the Company. Exercise price of share options granted
is HK$0.38 per share. And, validity period of the share options
is from 22 January 2021 to 21 January 2023, i.e. two years.
All the share options granted have no vesting period or vesting
condition.
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Financial Summary
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For the year ended 31 December 2020
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A summary of the results and of the assets and liabilities of the AEBBEREAMRFEZEENEELRBE T
Group for the last five financial years, as extracted from the published ~ Z40T -« JyfEskE B TIE 2 CFZ B RE - WE
audited financial statements and restated in accordance with HKFRS 5 RIEB B KR E LR FESH B EFE ZIERD
“Non-current Assets Held for Sale and Discontinued Operations”, is BERDRIHE SR |E5

set out below:

FINANCIAL RESULTS BT EE

Financial year ended 31 December

BEt+t-A=1T—RHLEBREE

2016 2017 2018 2019 2020
—E-RFE B—+tF E)\F ZT-NF | ZZBZEF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T THTT THIT THET
(restated) (restated) (restated)

(& E51) (& =&51) (& =E51)

CONTINUING BESEEK

OPERATIONS
Revenue from RESEREEK

continuing Z Wz

operations 58,171 61,882 64,566 53,193 20,051
Revenue from REERIELE

discontinued ES ol 6

operations 38,356 36,652 8,498 4,036 -

96,527 98,534 73,064 57,229 20,051

Attributable to : AT AL -
Equity shareholders of ~ ZNA F|fEZSALER

the Company (12,115) (57,834) (55,952) (33,777) (22,562)
Non-controlling interests  JEFERS#E2E (2,120) (17,640) (19,405) (2,526) 203
Loss for the year AEEFR (14,235) (75,474) (75,357) (36,303) (22,359)
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Financial Summary
MBRE

For the year ended 31 December 2020
BE—_F-_TF+ A=+ AIUFE

As at 31 December

R+=HA=+—8H
2016 2017 2018 2019 2020
—T—RF E—+tF ZZFT-N\F ZT-NF ZEB-EF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAET FAET FT FHT FET
ASSETS AND EEHEE
LIABILITIES
Total assets mEE 363,571 324,814 246,884 196,705 160,731
Total liabilities REE (145,865) (175,531) (74,991) (23,351) 23,623
Total equity R 217,706 149,283 171,893 173,354 137,108
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